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SECURITIES ACT OF 1933 
Release No. 6070/May 24, 1979 


In the Matter of 


THE WEBSTER & SHEFFIELD PARTNERS’ AND 
EMPLOYEES’ RETIREMENT PLAN 
1 Rockefeller Plaza 

New York, NY 10020 


(18-40) 
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NOTICE OF FILING OF APPLICATION PUR- 
SUANT TO SECTION 3(a)(2) OF THE SECURI- 
TIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS ISSUED IN 
CONNECTION WITH THE WEBSTER & SHEF- 
FIELD PARTNERS’ AND EMPLOYEES’ RETIRE- 
MENT PLAN 


NOTICE IS HEREBY GIVEN that Webster & Shef- 
field, a New York partnership engaged in the prac- 
tice of law (the “Applicant” or the ‘“Firm’’), on 
March 5, 1979, filed an application for an exemp- 
tion from the registration requirements of the Se- 
curities Act of 1933 (the “Act’’), for participations 
or interests issued in connection with the Webster 
& Sheffield Partners’ and Employees’ Retirement 
Plan (the ‘“Plan’). All interested persons are re- 
ferred to that document, which is on file with the 
Commission, for the facts and representations 
contained therein, which are summarized below. 


1. Introduction 


Applicant states that the Plan covers certain 
partners, associate attorneys and staff members 
who are not attorneys. As of December 31, 1978, 
there were 24 partners, 14 associates and 29 
non-legal staff members participating in the Plan. 
The Plan is of a type commonly referred to as a 
“Keogh” plan, which covers persons (in this case 
the Firm's partners) who are employees within the 
meaning of Section 401(c)(1) of the Internal Rev- 
enue Code of 1954, as amended (the ‘‘Code’’). 
Therefore, the Plan is excepted from the exemp- 
tion provided by Section 3(a)(2) of the Act for 
interests or participations in employee benefit 
plans of certain employers. 


Section 3(a)(2) of the Act provides, however, that 
the Commission may exempt from the provisions 
of Section 5 of the Act any interest or participation 
issued in connection with a pension or profit shar- 
ing plan which covers employees, some or all of 
whom are employees within the meaning of Sec- 
tion 401(c)(1) of the Code, if and to the extent that 
the Commission determines this to be necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 
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ll. Description and Administration of the Plan 


Applicant states that the Plan was established on ® 


January 1, 1971 and was amended and restated in 
its entirety, effective as of January 1, 1976, in 
order to comply with the Employee Retirement In- 
come Security Act of 1974 (“ERISA”). On Feb- 
ruary 22, 1977, the Internal Revenue Service (the 
“IRS”) issued a ruling to the effect that the Plan, 
as so amended and restated, is a “qualified plan” 
within the meaning of Section 401(a) of the Code. 
Effective as of January 1, 1979, the Plan has been 
amended further to provide an increase in the rate 
of contributions made by the Firm and to eliminate 
voluntary contributions to the Plan by Plan partici- 
pants. Applicant represents that the 1979 Amend- 
ments do not affect the tax qualification of the 
Plan. As the Plan is an “employee pension benefit 
plan,” it is subject to the fiduciary standards and to 
the full reporting and disclosure requirements of 
ERISA. 


Applicant states that under the Plan, any individual 
who has attained age 25 and completed three 
years of service with the Firm automatically be- 
comes a participant in the Plan, unless such indi- 
vidual elects not to participate. If an associate or a 
non-legal staff member elects not to participate in 
the Plan, the contributions the Firm would have 
made to the Plan on behalf of such employee are 
not given instead to the employee. 


Applicant states that effective as of January 1, 
1979, the Firm contributes to the Plan on behalf of 
each participant an amount equal to 2.1 per cent 
of the participant’s earnings subject to Federal In- 
surance Contributions Act taxes plus 9.1 per cent 
of such participant’s earnings in excess thereof up 
to $100,000 of total earnings. In no event may the 
Firm’s contribution on behalf of any participant ex- 
ceed $7,500 for any Plan year. The contributions 
made by the Firm on behalf of any partner are 
charged to, and deducted from, a partner’s dis- 
tributable share of the Firm’s net income. Thus, if a 
partner elects not to participate in the Plan, no de- 
duction for Plan contributions is made from his or 
her share of the Firm’s net income. 


Prior to December 31, 1978, each participant 
under the Plan was permitted, at his or her option, 
to make voluntary contributions to the Plan in an 
amount not in excess of 10 per cent of such par- 
ticipant’s aggregate earnings for all years during 





which he or she was a participant in the Plan. All 
contributions made by or on behalf of a participant 
are at all times fully vested and nonforfeitable. Ap- 
plicant states that since the establishment of the 
Plan, only four partners and two non-legal staff 
members have elected to make voluntary contri- 
butions to the Plan. No one has made a voluntary 
contribution to the Plan in the past three years. 
Effective as of January 1, 1979, the Plan provides 
that no participant may make voluntary contribu- 
tions to the Plan. All participants who have made 
voluntary contributions to the Plan may withdraw 
the voluntary contributions, but not the earnings 
thereon. 


The Plan is funded through a single trust. The 
Bank of New York is trustee (the ‘‘Trustee’”’) for the 
Plan under an Amended Trust Agreement (the 
“Trust Agreement’). Under the Trust Agreement, 
the Trustee has exclusive authority and discretion 
to manage, invest and control the Plan assets. The 
Plan provides for the appointment of a Retirement 
Plan Committee (the “Committee’”), consisting of 
no more than five partners. The Committee has 
overall responsibility and authority for administra- 
tion of the Plan. The Plan also provides for the ap- 
pointment of a Plan Administrator (the ‘“Adminis- 
trator’) to administer the Plan in accordance with 
the guidelines and instructions of the Committee. 
Subject to the approval of the Managing Partner, 
the Committee and the Administrator may engage 
such clerical, financial or other services as they 
may deem necessary to carry out their respon- 
sibilities. The Plan is subject to ERISA, and Appli- 
cant states that it intends to comply with all of the 
applicable ERISA reporting and disclosure re- 
quirements. 


ill. Discussion 


Applicant contends that were the Firm a corpora- 
tion, rather than a partnership, interests or partici- 
pations issued in connection with the Plan would 
be exempt from registration under Section 3(a)(2) 
of the Act because no person who would be an 
“employee” within the meaning of Section 
401(c)(1) of the Code would participate in the 
Plan. The mere fact that the Firm conducts its 
business as a partnership rather than as a corpo- 
ration should not result in requirement that inter- 
ests in the Plan be registered under the Act. 


Applicant also maintains that were the Firm’s 
partners not permitted to participate in the Plan, 


the interests or participations issued in connection 
with the Plan would be exempt under Section 
3(a)(2) since no other persons covered by the Plan 
would be “employees” within the meaning of Sec- 
tion 401(c)(1) of the Code. Applicant contends that 
there is no valid basis for a contrary result merely 
because the Plan also covers partners in the Firm. 


Applicant contends that the characteristics of the 
Plan are essentially typical of those maintained by 
many single corporate employers and that the 
legislative history of the relevant language in Sec- 
tion 3(a)(2) of the Act does not suggest an intent 
on the part of Congress that interests issued in 
connection with single-employer Keogh plans 
necessarily should be registered under the Act. 
Rather, Congress excluded interests issued in 
connection with Keogh plans from the Section 
3(a)(2) exemption primarily out of concern over 
interests or participations in commingled or collec- 
tive Keogh funds which might be marketed by 
sponsoring financial institutions to self-employed 
persons who were unsophisticated in the securi- 
ties field. Applicant asserts that the Plan covers 
partners and employees of a single firm and is not 
a uniform prototype plan of a type designed to be 
marketed by a sponsoring financial institution or 
promoter to numerous unrelated self-employed 
persons. Applicant also states that assets of the 
Plan have not been commingled with assets of any 
other plans or collective funds, and that the Plan, 
like similar plans of large corporations, has been 
specifically tailored to meet Applicant's own par- 
ticular requirements. 


Applicant states that it is engaged in furnishing 
legal services of a type necessarily involving fi- 
nancially sophisticated and complex matters and, 
for that reason as well as the extensive adminis- 
trative control over the Plan maintained by the 
Firm, it is able to represent adequately its interests 
and the interests of its employees who are partici- 
pants in the plan. 


Applicant represents that is has not distributed and 
does not intend to distribute any type of promo- 
tional material relating to the Plan (other than such 
material as Applicant is required under ERISA to 
distribute to participants or to employees) and has 
not made and does not intend to make any solici- 
tation of voluntary contributions under the Plan. 


Finally, Applicant states that the disclosures re- 
quired by ERISA and other disclosures to be made 


SEC DOCKET/739 





to Plan participants are additional grounds for 
granting the requested exemption. 


Applicant concludes that for the foregoing rea- 
sons, granting the requested exemption would be 
appropriate in the public interest, consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 18, 1979, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be con- 
troverted, or such person may request that he or 
she be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. An order dis- 
posing of the matter will be issued as of course 
following June 18, 1979, unless the Commission 


thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing 
is ordered, will receive any notices or orders is- 
sued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Rel. No. 6071/May 25, 1979 


TRUST INDENTURE ACT 1939 
Rel. No. 527/May 25, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15879/May 25, 1979 
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INVESTMENT CO. ACT 1940 
Rel. No. 10710 


PUBLIC UTILITY HOLDING CO. ACT 1935 
Rel. No. 21062/May 25, 1979 


INVESTMENT ADVISERS ACT 1940 
Rel. No. 678/May 25, 1979 


FOIA 
Rel. No. 58/May 25, 1979 


PART 200—ORGANIZATION; CONDUCT AND 
ETHICS; AND INFORMATION AND REQUESTS 


Government in the Sunshine Act 


Amendment of Commission Rule Concerning the 
Taping and Photographing of Open Commission 
Meetings 


AGENCY: Securities and Exchange Commission. 
ACTION: Amendment of rule. 


SUMMARY: The Commission is amending its rule 
regarding the taping and photographing of its open 
meetings so as to eliminate the current require- 
ment that persons wanting to record an open 
Commission meeting must first obtain permission 
of the Commission’s Secretary to do so, setting 
forth their interest in the matter and the reasons 
why they desire to record or photograph the 
meeting, to provide that persons wanting to record 
the open meeting should only notify the Secretary 
48 hours in advance of the meeting. 


DATE: Effective immediately upon publication in 
the Federal Register. FOR FURTHER INFORMA- 
TION CONTACT: Theodore S. Bloch, Office of the 
General Counsel, Securities and Exchange Com- 
mission, Washington, D.C. 20549 (202) 376-3561. 


SUPPLEMENTARY INFORMATION: The Securi- 
ties and Exchange Commission today announced 
an amendment to its rules under the Government 
in the Sunshine Act, pertaining to the public obser- 
vation of Commission meetings. The Commission 
has amended 17 CFR 200.410(a), which sets forth 
the Commission's policy regarding the recording 
and photographing of open Commission meetings. 
Under the previous rule, an individual was required 





to request permission from the Commission's Sec- 
retary to record or photograph an open Commis- 
sion meeting, setting forth his interest in the matter 
and the reasons why he desired to record or 
photograph the meeting. Under the amended rule, 
a person seeking to tape record the discussion of 
an open Commission meeting must merely notify 
the Commission’s Secretary 48 hours in advance 
of the meeting. Because the photographing and 
videotaping of meetings involves a greater poten- 
tial for the disruption of meetings, the Commission 
is retaining the requirement that advance permis- 
sion to photograph or videotape meetings be ob- 
tained from the Secretary. 


Accordingly, Section 200.410(a) of Subpart |, Part 
200, Chapter Il of Title 17 CFR is amended to read 
as follows: 

§ 200.410 Miscellaneous. 

(a) Unauthorized activities; maintenance of de- 
corum. 


Nothing in this subpart shall authorize any member 
of the public to be heard at, or otherwise partici- 
pate in, any Commission meeting, or to photo- 
graph or record by videotape or similar device any 
Commission meeting or portion thereof. The 
Commission may exclude any person from attend- 
ance at any meeting whenever necessary to pre- 
serve decorum, or where appropriate or necessary 
for health or safety reasons, or where necessary to 
terminate behavior unauthorized by this subsec- 
tion. Any person desiring to sound-record an open 
Commission meeting shall notify the Commission's 
Secretary of his intention to do so at least 48 hours 
in advance of the meeting in question. Any person 
desiring to photograph or videotape the Commis- 
sion’s proceedings may apply to the Secretary for 
permission to do so at least 48 hours in advance of 
the meeting in question. The Commission's deter- 
mination to permit photography or videotaping at 
any meeting is confined to its exclusive discretion, 
and will be granted only if such activities will not 
result in undue disruption of Commission pro- 
ceedings. 


The Commission finds that this amendment per- 
tains only to procedural matters and eliminates 
certain restrictions in the present rule; it is there- 
fore not subject to the provision of the Administra- 
tive Procedure Act, 5 U.S.C. 551 et seq., requiring 


advance notice and opportunity for comment. Ac- 
cordingly, it is effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





May 25, 1979. 


SECURITIES ACT OF 1933 
Release No. 6072/May 25, 1979 


In the Matter of 


PROFIT-SHARING PLAN OF HUGHES HUB- 
BARD & REED 

One Wall Street 

New York, NY 10005 

(18-49) 


ORDER PURSUANT TO SECTION 3(a)(2) OF 
THE SECURITIES ACT OF 1933 EXEMPTING 
FROM THE PROVISIONS OF SECTION 5 OF 
THE ACT INTERESTS OR PARTICIPATIONS IN 


‘THE PROFIT-SHARING PLAN OF HUGHES 


HUBBARD & REED 


Hughes Hubbard & Reed, a law firm organized as 
a partnership under New York law, filed an appli- 
cation on April 4, 1979, for an exemption from the 
registration requirements of the Securities Act of 
1933 (‘Act’) for interests or participations issued 
in connection with the Profit-Sharing Plan of 
Hughes Hubbard & Reed (‘Plan’). 


On April 27, 1979, a notice was issued (Securities 
Act Release No. 6064) of the filing of the applica- 
tion. The notice gave interested persons an op- 
portunity to request a hearing and stated that an 
order disposing of the application would be issued 
as of course unless a hearing should be ordered. 
No request for a hearing had been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate in 
the public interest and consistent with the protec- 
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tion of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accord- 
ingly, 


IT 1S ORDERED, pursuant to Section 3(a)(2) of 
the Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6073/May 29, 1979 


In the Matter of 


THE ROGERS & WELLS PROFIT-SHARING 
PLAN 

1666 K Street, N.W. 

Washington, D.C. 20006 

(18-41) 


ORDER PURSUANT TO SECTION 3(a)(2) OF 
THE SECURITIES ACT OF 1933 EXEMPTING 
FROM THE PROVISIONS OF SECTION 5 OF 
THE ACT INTERESTS OR PARTICIPATIONS IN 
THE ROGERS & WELLS PROFIT-SHARING 
PLAN 


Rogers & Wells, a law firm organized as a partner- 
ship under the laws of New York, filed an applica- 
tion on March 5, 1979, for an exemption from the 
registration requirements of the Securities Act of 
1933 (‘Act’) for interests or participations issued 
in connection with the Rogers & Wells Profit- 
Sharing Plan (‘Plan’). 


On May 1, 1979, a notice was issued (Securities 
Act Release No. 6065) of the filing of the applica- 
tion. The notice gave interested persons an op- 
portunity to request a hearing and stated that an 
order disposing of the application would be issued 
as of course unless a hearing should be ordered. 
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No hearing has been requested and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of 
the Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6074/May 29, 1979 


IN THE MATTER OF THE REGISTRATION 
STATEMENT OF LAS VEGAS HAWAIIAN DE- 
VELOPMENT COMPANY (2-59095) 


The Securities and Exchange Commission has or- 
dered that proceedings pursuant to Section 8(d) of 
the Securities Act of 1933 to determine whether it 
should issue a stop order suspending the effec- 
tiveness of the registration statement filed by Las 
Vegas Hawaiian Development Company (“LVH’”) 
on May 26, 1977 (and subsequently amended). 
LVH is located in Honolulu, Hawaii. 


The order instituting the proceedings recites alle- 
gations by the Division of Enforcement that the 
registration statement includes untrue statements 
of material facts and omits to state material facts 
regarding the past and proposed activities of LVH 
and its affiliates in connection with the sale and 
development of land parcels near Las Vegas, 
Nevada. 


The Commission has ordered that the hearing on 
the staff's allegations commence on June 13, 1979 
in Honolulu, Hawaii. 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15868/May 24, 1979 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
common stock (no par value) of CERTRON COR- 
PORATION from listing and registration thereon. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15869/May 24, 1979 


Administrative Proceeding File No. 
In the Matter of 


ROBERT T. O’DONNELL 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
proceedings be instituted with respect to Robert T. 
O'Donnell (O’Donnell) pursuant to Sections 15(b) 
and 19(h) of the Securities Exchange Act of 1934 
(Exchange Act), to determine whether he has wil- 
fully violated Section 17(a) of the Securities Act of 
1933 (Securities Act), and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder, in con- 
nection with the offer and sale of securities, 
namely exchange listed stocks and options. 


In anticipation of the institution of these adminis- 
trative proceedings, O’Donnell has submitted an 
Offer of Settlement. Under the terms of his Offer, 
O'Donnell, without admitting or denying the alle- 
gations and findings contained herein, consents to 
the findings and order of the Commission imposing 
remedial sanctions set forth below. 


After due consideration of the Offer of Settlement 
and upon the recommendation of its staff, the 
Commission has determined to accept such Offer 


and, accordingly, IT IS ORDERED that such pro- 
ceedings be, and hereby are, instituted. 


On the basis of O’Donnell’s offer of settlement, the 
Commission makes the following findings: 


During the period from in or about July 1, 1974 to 
September, 1975, O’Donnell wilfully violated Sec- 
tion 17(a) of the Securities Act and Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder in 
that said person, by use of the means and instru- 
ments of transportation and communication in in- 
terstate commerce, and the means and in- 
strumentalities of interstate commerce and of the 
mails, in connection with the purchase, offer, and 
sale of securities, namely exchange listed options, 
directly and indirectly, employed manipulative and 
deceptive devices and contrivances and employed 
devices, schemes, and artifices to defraud; ob- 
tained money and property by means of making 
untrue statements of material facts and omitting to 
state material facts necessary in order to make the 
statements made, in light of the circumstances 
under which they were made, not misleading; and 
engaged in acts, practices, and a course of busi- 
ness which would and did operate as a fraud and 
deceit. As part of the aforesaid conduct, such per- 
son would and did, among other things, make un- 
true statements of material facts and omit to state 
material facts concerning, among other things: 


1. the risks inherent in option trading; 


2. the potential profits and rates of re- 
turn realizable from option trading 
strategies employed by O'Donnell; 


3. the suitability of option trading for 
certain customers; and 


4. the excessive and unsuitable trading 
for certain accounts in which O’Donnell 
exercised discretion without proper au- 
thorization. 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the Offer of 
Settlement. 
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Accordingly, IT IS ORDERED that, effective at the 
opening of business on the second Monday after 
the date of this order, Robert T. O’Donnell be, and 
he hereby is, barred from being associated with 
any broker, dealer, investment adviser, or invest- 
ment company. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 
George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15870/May 24, 1979 


NOTICE OF WITHDRAWAL OF PROPOSED 
RULE CHANGE BY THE CHICAGO BOARD OP- 
TIONS EXCHANGE, INCORPORATED 


File No. SR-CBOE-78-9 


The Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”) by a letter dated May 2, 1979, has 
withdrawn a proposed rule change submitted on 
April 4, 1978, pursuant to Section 19(b) of the Se- 
curities Exchange Act of 1934, 15 U.S.C. 78s(b) 
and Securities Exchange Act Rule 19b-4 thereun- 
der, 17 CFR 240.19b-4. Notice of the proposed 
rule change was given by issuance of a Commis- 
sion Release, Securities Exchange Release No. 
14688 (April 20, 1978) and by publication in the 
Federal Register, 43 FR 18374 (April 28, 1978). 


The proposed rule change would have established 
procedures to implement CBOE Rules 2.9, 7.2, 
7.3, 7.10 and 7.11, to be utilized for the granting of 
the Board Broker appointments on the basis of 
competitive bidding, for the compensation of Board 
Brokers and for evaluating Board Broker perform- 
ance. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15871/May 24, 1979 


NOTICE OF WITHDRAWAL OF PROPOSED 
RULE CHANGE BY THE CHICAGO BOARD OP- 
TIONS EXCHANGE, INCORPORATED 


File No. SR-CBOE-78-26 


The Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”) by a letter dated May 2, 1979, has 
withdrawn a proposed rule change submitted on 
September 8, 1978, pursuant to Section 19(b) of 
the Securities Exchange Act of 1934, 15 U.S.C. 
78s(b) and Securities Exchange Act Rule 19b-4 
thereunder, 17 CFR 240.19b-—4. Notice of the pro- 
posed rule change was given by issuance of a 
Commission Release, Securities Exchange Re- 
lease No. 15254 (October 20, 1978) and by publi- 
cation in the Federal Register, 43 FR 50514 (Oc- 
tober 30, 1978). 


The proposed rule change would have amended 
CBOE Rule 9.21 relating to procedures and stand- 
ards to which member firms must adhere in pre- 
paring options related advertisements and sales 
literature, as well as, where required, obtaining 
CBOE’s approval of such material prior to its use. 
The proposed rule change was withdrawn because 
of the extensive modifications required in the pro- 
posed rule change as a result of the recommenda- 
tions of the Commission’s Special Study of the 
Options Markets." 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1 See Securities Exchange Act Release No. 15575 
(February 22, 1979). 





SECURITIES EXCHANGE ACT OF 1934 


& Release No. 15872/May 24, 1979 


NOTICE OF WITHDRAWAL OF PROPOSED 
RULE CHANGE BY THE PHILADELPHIA STOCK 
EXCHANGE, INCORPORATED 


File No. SR-PBW-76-8 


The Philadelphia Stock Exchange, Inc. (‘‘Phix’’) by 
a letter dated April 26, 1979, has withdrawn a pro- 
posed rule change submitted on March 23, 1976, 
pursuant to Section 19(b) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78s(b) and Securi- 
ties Exchange Act Rule 19b-4 thereunder, 17 CFR 
240.19b-4. Notice of the proposed rule change 
was given by issuance of a Commission Release, 
Securities Exchange Release No. 12313 (April 5, 
1976) and by publication in the Federal Register, 
41 FR 15461 (April 13, 1976). 


The proposed rule change would have permitted 
the Phix to list options on some of the same un- 
derlying securities on which options are listed on 
other exchanges and trade each of those options 
on an expiration cycle different than that used by 
another exchange for the same underlying secu- 
rity. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15873/May 24, 1979 


NOTICE OF WITHDRAWAL OF PROPOSED 
RULE CHANGE BY THE CHICAGO BOARD OP- 
TIONS, EXCHANGE, INCORPORATED 


File No. SR-CBOE-78-10 


The Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”) by a letter dated May 2, 1979, has 
withdrawn a proposed rule change submitted on 
April 4, 1978 pursuant to Section 19(b) of the Se- 


curities Exchange Act of 1934, 15 U.S.C. 78s(b) 
and Securities Exchange Act Rule 19b-4 thereun- 
der, 17 CFR 240.19b-—4. Notice of the proposed 
rule change was given by issuagce of a Commis- 
sion Release, Securities Exchange Release No. 
14687 (April 20, 1978) and by publication in the 
Federal Register, 43 FR 18373 (April 28, 1978). 


The proposed rule change would have established 
a schedule of charges to be imposed on CBOE 
members for contract executions by Board Brok- 
ers. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15874/May 25, 1979 


Orders have been issued granting the applications 
of the Philadelphia Stock Exchange, Inc. to strike 
the specification securities of the following issuers 
from listing and registration thereon: HIGHLAND 
CAPITAL CORP.—Common Stock (Par Value $1); 
TECHNICAL OPERATIONS, INC.—8% Converti- 
ble Subordinated Debentures, due 1985; and 
TRANSCONTINENTAL OIL CORPORATION 
—12%% Subordinated Debentures, due 1998. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15875/May 25, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE AMERICAN STOCK EX- 
CHANGE, INC. 


File No. SR-Amex-79-7 


The American Stock Exchange, Inc. (““Amex’’) 
submitted on April 23, 1979' a proposed rule 





1 The Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”); the Midwest Stock Exchange, In- 
corporated (“MSE”); the Pacific Stock Exchange, 
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change under Rule 19b-4 to amend Amex Rule 1 
to provide that the Amex may complete one trad- 
ing rotation in any class of options contracts, even 
though completion of the rotation would result in 
the effecting of transactions on the Amex after the 
normal 4:10 p.m. New York time closing hour, if: 
(1) such rotation is initiated due to unusual market 
conditions pursuant to Amex Rule 917, and is au- 
thorized by two officials; and (2) notice of the rota- 
tion is publicly disseminated no later than the 
commencement of the rotation or 4:00 p.m. New 
York time, whichever is earlier. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 28, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-Amex-79-7. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 





Continued from preceding page 


Incorporated (“PSE”); and the Philadelphia Stock 
Exchange, Incorporated (“Phix’’) have filed similar 
rule proposals for which publication is expected to 
be made in the Federal Register during the week 
of May 28, 1979. See File Nos. SR-CBOE-79-5, 
SR-MSE-79-12, SR-PSE-79-7, and SR-Phix- 
79-6. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15876/May 25, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE CHICAGO BOARD OPTIONS 
EXCHANGE, INCORPORATED 


File No. SR-CBOE-79-5 


The Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”) submitted on April 19, 1979' a 
proposed rule change under Rule 19b-—4 to amend 
CBOE Rule 6.2 to provide that the CBOE may 
complete one trading rotation in any class of op- 
tions contracts, even though completion of the ro- 
tation would result in the effecting of transactions 
on the CBOE after the normal 3:10 p.m. Chicago 
time closing hour, if: (1) such rotation is initiated 
due to the declaration of a “fast market” pursuant 
to CBOE Rule 6.6; and (2) notice of the rotation is 
publicly disseminated prior to its initiation and not 
later than 3:00 p.m. Chicago time. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 28, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 





'™The American Stock Exchange, Inc. (““Amex’’); 
the Midwest Stock Exchange, Incorporated 
(“MSE”); the Pacific Stock Exchange, Incorpo- 
rated (“PSE”); and the Philadelphia Stock Ex- 
change, Incorporated (‘“Phix’’) have filed similar 
rule proposals for which publication is expected to 
be made in the Federal Register during the week 
of May 28, 1979. See File Nos. SR-Amex-79-7, 
SR-MSE-79-12, SR-PSE-79-7, and SR-Phix- 
79-6. 





submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-CBOE-79-5. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15877/May 25, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE MIDWEST STOCK EX- 
CHANGE, INCORPORATED 


File No. SR-MSE-79-12 


The Midwest Stock Exchange, Incorporated 
(“MSE”) submitted on May 16, 1979' a proposed 





1 The American Stock Exchange, Inc. (“Amex’’); 
the Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”); the Pacific Stock Exchange, In- 
corporated (“PSE”); and the Philadelphia Stock 
Exchange, Incorporated (‘“Phix’’) have filed similar 
rule proposals for which publication is expected to 
be made in the Federal Register during the week 
of May 28, 1979. See File Nos. SR-Amex-79-7, 
SR-CBOE-79-5, SR-PSE-79-7, and SR-Phix- 
79-6. 


rule change under Rule 19b-4 to amend MSE Arti- 
cle XLII, Rule 1 to provide that the MSE may com- 
plete one trading rotation in any class of option 
contracts, even though completion of the rotation 
would result in the effecting of transactions on the 
MSE after the normal 3:10 p.m. Chicago time 
closing hour, if: (1) such rotation is initiated due to 
the declaration of a ‘fast market” pursuant to MSE 
Article XLII, Rule 3, and (2) notice of the rotation is 
publicly disseminated prior to its initiation and not 
later than 3:00 p.m. Chicago time. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 28, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-MSE-79-12. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15878/May 25, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE PHILADELPHIA STOCK EX- 
CHANGE, INCORPORATED 


File No. SR-Phix-79-6 


The Philadelphia Stock Exchange, Incorporated 
(“Phix”) submitted on May 7, 1979' a proposed 
rule change under Rule 19b-—4 to amend Phix Rule 
101 to provide that the Phix may complete one 
trading rotation in any class of options contracts, 
even though completion of the rotation would re- 
sult in the effecting of transactions on the Phix 
after the normal 4:10 p.m. New York time closing 
hour, if: (1) such rotation is initiated due to unusual 
market conditions pursuant to Phix Rule 1046, and 
is authorized by two officials; and (2) notice of the 
rotation is publicly disseminated no later than the 
commencement of the rotation or 4:00 p.m. New 
York time, whichever is earlier. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 28, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-Phix-79-6. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 


proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15879/May 25, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6071/May 25, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15880/May 29, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE PACIFIC STOCK EXCHANGE 
INCORPORATED 


File No. SR-PSE-79-7 


The Pacific Stock Exchange Incorporated (““PSE’’) 
submitted on May 25, 1979' a proposed rule 





'The American Stock Exchange, Inc. (‘Amex’), 
the Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”); the Midwest Stock Exchange, In- 
corporated (‘‘MSE”’); and the Pacific Stock Ex- 
change, Incorporated (“PSE”) have filed similar 
rule proposals for which publication is expected to 
be made in the Federal Register during the week 
of May 28, 1979. See File Nos. SR-Amex-79-7, 
SR-CBOE-79-5, SR-MSE-79-12, and SR-PSE- 
-79-7. 
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'The American Stock Exchange, Inc. (“Amex”); 
the Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”); the Midwest Stock Exchange, In- 
corporated (“MSE”); and the Philadelphia Stock 
Exchange, Incorporated (‘‘Phix’’) have filed similar 
rule proposals for which publication is expected to 
be made in the Federal Register during the week 
of May 28, 1979. See File Nos. SR-Amex-79-7, 
SR-CBOE-79-5, SR-MSE-79-12, and SR-Phix- 
-79-6. 





change under Rule 19b-4 to amend PSE Rule VI, 
Sections 36 and 38, to provide that the PSE may 
complete one trading rotation in any class of op- 
tions contracts, even though completion of the ro- 
tation would result in the effecting of transactions 
on the PSE after the normal 1:10 p.m. California 
time closing hour, if: (1) such rotation is initiated 
due to declaration of a “fast market” by two floor 
officials pursuant to PSE Rule VI, Section 38; and 
(2) notice of the rotation is publicly disseminated 
prior to its initiation and not later than 1:00 p.m. 
California time. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 4, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-PSE-79-7. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available 
at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15881/May 29, 1979 


Orders have been issued granting the applications 
of the New York Stock Exchange, Inc. to strike the 
specified securities of the following issuers from 
listing and registration thereon: CHASE MANHAT- 
TEN MORTGAGE AND REALTY TRUST - Com- 
mon Shares, $1 Par Value; 7-7/8% Notes due May 
1, 1978; 7-1/2% Subordinated Notes due February 
1, 1983; 6-3/4% Convertible Subordinated De- 
bentures due June 1, 1990; and 6-1/2% Converti- 
ble Subordinated Debentures due May 1, 1996; 
PACIFIC PETROLEUMS LTD. - Common Stock, 
No Par Value. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15882/May 30, 1979 


The. Commission today announced that it has ex- 
tended until July 27, 1979 the comment period on 
the two issues remanded for further study and 
explication by the United States Court of Appeals 
for the District of Columbia Circuit in the Bradford 
case.' Those issues were National Securities 
Clearing Corporation’s (““NSCC”) use of the pric- 
ing policy known as geographic price mutualization 
(“GPM”) and NSCC’s selection, without competi- 
tive bidding, of the Securities Industry Automation 
Corporation (“SIAC”) as facilities manager of its 
consolidated system. The Commission had re- 
quested comment on those two issues in Securi- 
ties Exchange Act Release No. 15640 (March 14, 
1979). 


In Release No. 15640, the Commission also in- 
cluded the text of a letter to Jack Nelson, Presi- 
dent of NSCC, requesting (i) that NSCC submit 
written statements of its views and arguments 
concerning the two issues remanded by the court 
and (ii) that NSCC respond to certain other spe- 
cific questions set forth in that letter relating to 
those two issues. The Commission also indicated 
that NSCC’s two reports would be placed in a pub- 
lic file and that interested persons were encour- 
aged to examine those reports and to comment on 





1 Bradford National Clearinghouse Corporation et 
al. v. Securities and Exchange Commission et al., 
590 F. 2d 1085 (D.C. Cir. 1978). 
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them. Finally, the release indicated that the com- 
ment period would be open for 45 days.? 


On April 20, 1979, the Commission received a 
letter from NSCC containing a report on one of 
those issues, geographic price mutualization. That 
report was placed in Public File No. 600-15 and 
also issued as a Commission release.* Sub- 
sequent to that letter, NSCC orally requested that 
the Commission extend the time for submission by 
NSCC of its report on competitive bidding until 
June 15, 1979. 


The Commission also has received a written re- 
quest from the National Association of Securities 
Dealers, Inc. (the “NASD’”) and oral requests from 
Stock Clearing Corporation of Philadelphia 
(“SCCP”), Midwest Clearing Corporation (“MCC”) 
and Bradford Securities Processing Services, Inc. 
(“BSPS”) that the comment period on the two is- 
sues remanded in the Bradford litigation be ex- 
tended. 


The Commission believes it is important that in- 
terested persons have a meaningful opportunity to 
examine and comment upon NSCC’s two reports. 
Accordingly, the Commission has extended the 
comment period on the two issues remanded in 
the Bradford litigation until July 27, 1979, which is 
approximately 30 days after the anticipated receipt 
and publication of NSCC’s report on competitive 
bidding. 


By the Commission 


George A. Fitzsimmons 
Secretary 








2To date, the Commission has received written 
comments from The Depository Trust Company, 
Pershing & Company and Merrill Lynch, Pierce, 
Fenner & Smith, Inc. 


3 Securities Exchange Act Release No. 15760 
(April 24, 1979). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15883/May 30, 1979 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(File No. SR-NASD-78-16) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On October 11, 1978, the National Association of 
Securities Dealers, Inc. (the (“NASD”) filed with 
the Commission, pursuant to Section 19(b)(1) of 
the Securities Exchange Act of 1934 (the “Act’), 
15 U.S.C. 78s(b)(1), and Rule 19b-4 thereunder, 
copies of a proposal to amend Schedule C under 
Article |, Section 2 of its By-Laws to revise its re- 
quirements for registration and qualification of 
principals associated with member broker-dealer 
firms,' In particular, the proposal would create 
several new categories of “limited principal” reg- 
istration? and would establish specialized qualifi- 
cation examinations for certain of those categories 
to be administered in connection with a pilot com- 
puterized examination program. 


Notice of the filing, together with its terms of sub- 
stance, was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
15283, October 27, 1978) and by publication in the 
Federal Register (43 FR 51154, November 2, 
1978). On December 27, 1978, the initial proposal 
was revised to redefine one limited principal cate- 





1A “principal” is an individual actively engaged in 
the management of a member firm’s investment 
banking or securities business, including the 
supervision, solicitation or conduct of business, or 
training of persons associated with the firm. 


2A “limited principal’ is an individual whose 
supervisory activities would be restricted to certain 
specialized types of business and who registers to 
function as a principal in these areas alone. A lim- 
ited principal could qualify as such by passing an 
examination dealing primarily with the specialized 
area of business. 





gory, to incorporate into this proposal certain pro- 
visions governing registered options principals, 
and to add certain administrative and technical 
provisions. Notice of the filing of this amendment 
was given by publication of a Commission Release 
(Securities Exchange Act Release No. 15498, 
January 16, 1979) and by publication in the Fed- 
eral Register (44 FR 5036, January 24, 1979). Al- 
though public comments were solicited on the pro- 
posed rule change as initially submitted, and as 
amended in December, none were received. A 
final clarifying amendment to the proposal was 
submitted on May 8, 1979. 


Currently, Schedule C of the NASD By-Laws 
specifies three categories of principal registration: 
Principal, Registered Options Principal, and Fi- 
nancial Principal. The proposed amendment to 
Schedule C would retain these categories, with the 
modifications discussed below, and would create 
two totally new limited principal categories: Limited 
Principal - Investment Company and Variable 
Contracts Products, and Limited Principal - Direct 
Participation Programs. 


Under the proposed rule change, the existing 
“Principal” category would be recaptioned ‘“Gen- 
eral Securities Principal.” Qualification require- 
ments would remain the same, and all existing 
Principals would be redesignated General Securi- 
ties Principals. The ‘Registered Options Principal” 
qualification requirements similarly would be un- 
changed, except for certain technical provisions.? 


A category of “Limited Principal - Financial and 
Operations,” which defines in detail the types of 
responsibilities requiring principal registration, 
would replace the existing Financial Principal cat- 
egory. Persons seeking qualification in this cate- 
gory would be required only to complete a spe- 
cialized financial and operations examination and 
would not also need to qualify as General Securi- 
ties Principals. As a result, unlike existing Finan- 
cial Princiapls, persons qualifying only in the new 
limited category could not function as principals 
beyond the financial and operations areas. 





3 The provisions in Schedule C of the NASD By- 
Laws for Registered Options Principals became 
effective on February 1, 1979, as part of the 
NASD’s rules to regulate options activities of 
member firms. See Securities Exchange Act Re- 
lease No. 15332 (November 15, 1978). 


The new “Limited Principal - Investment Company 
and Variable Contracts Products” category would 
permit, but would not require, persons whose 
supervisory activities are limited solely to transac- 
tions involving these products and insurance pre- 
mium refunding programs to qualify as limited 
principals by passing a specialized examination 
relating primarily to these areas of business. 
Similarly, under the new “Limited Principal-Direct 
Participation Programs” category, persons could 
take a specialized examination and qualify as lim- 
ited principals if their activities are restricted solely 
to such programs.* 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations applicable to 
registered national securities associations, and in 
particular, with the requirements of Sections 15(b) 
and 15A of the Act and the rules and regulations 
thereunder.5 The Commission believes the ac- 
tivities of limited principals in the proposed 
categories are sufficiently specialized to make it 
unnecessary for them to qualify as principals in un- 
related areas of the securities industry. By provid- 
ing for the registration of limited principals, the 
Commission believes that the NASD may provide 
greater opportunities for persons to register as 
brokers and dealers and become members of the 
NASD or to become associated with a member 





4 The Commission has also approved a proposed 
rule change (SR-NASD-79-3) by the NASD con- 
taining the plans and specifications for the two 
new categories of limited principal registration: 
Limited Principal—Investment Company and Vari- 
able Contracts Products, and Limited Principal— 
Direct Participation Programs. The NASD intends 
to administer these limited principal examinations 
through its pilot computerized examination system. 
Securities Exchange Act Release No. 15884 (May 
30, 1979). 


5 The Commission currently is considering issues 
relating to the qualification of principals in connec- 
tion with its review of proposed Securities Ex- 
change Act Rule 15b7-1, which was published for 
comment in Securities Exchange Act Release No. 
13679 (June 27, 1977), 43 FR 34338 (July 5, 
1977). This rule, as proposed, includes the same 
categories of limited principals approved today by 
the Commission as part of the NASD’s rule change 
proposal. 
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firm. In addition, the Commission believes the 
NASD proposal accomplishes these results in a 
manner which is not designed to permit unfair dis- 
crimination between brokers and dealers and 
which will assist the NASD in enforcing com- 
pliance by its members, and persons associated 
with its members, with the provisions of the Act, 
rules thereunder, and the rules of the NASD. 


The proposed rule change also would amend the 
following provisions in Schedule C, which are inci- 
dental to the creation of categories of limited prin- 
cipal registration. 


Schedule C currently requires firms applying for 
NASD membership to have two persons qualified 
to become registered as principals. The purpose of 
this provision is to ensure that a firm losing one 
principal can continue to have another associated 
person qualified to manage it. To eliminate any 
ambiguities arising from the creation of categories 
of limited principal registration, this provision has 
been amended to require applicants to have two 
persons qualified to be registered as principals 
“with respect to each aspect of the applicant's in- 
vestment banking and securities business.” Ex- 
ceptions to this general provision would permit a 
firm to have only one qualified Limited Principal - 
Financial and Operations,® and, if the firm engages 
in option transactions, one qualified Registered 
Options Principal. These exceptions reflect current 
requirements in Schedule C. 


Schedule C currently provides that a registered 
representative whose duties are changed so as to 
require registration as a principal will be allowed 
“a reasonable period of time” to pass a qualifica- 
tion examination for principals. The proposed rule 
change, as amended, would require a registered 
representative to pass the appropriate principal 
qualification examination within 90 calendar days 
following the change in his duties. Similarly, an in- 
dividual new to the industry or new to a firm would 
have 90 days to qualify as a principal, after first 





6 To codify an existing policy of the NASD, another 
provision of the proposed rule change would pro- 
vide that firms exempt from certain provisions of 
Securities Exchange Act Rule 15c3-1 could, upon 
written request to the NASD, also be exempted 
from the requirement to have a Limited Principal- 
Financial and Operations. 
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satisfying any necessary prerequisites. If an appli- 
cant fails the examination or does not take it within 
the 90 days, a new application form and examina- 
tion fee would be required.’ The Commission be- 
lieves this provision is reasonable as a means of 
assuring the timely qualification of individuals as 
principals and as an aid to efficient administration 
of the qualification examinations. 


In addition to the examination fee, the proposed 
rule change would provide for the assessment of a 
$10 “service charge” as to each individual who, 
having made an appointment for an examination 
administered by computer, failed timely to appear 
for the examination or cancel the appointment. 
This provision would simply pass through a charge 
assessed against the NASD for persons failing to 
appear for scheduled examinations. 


Copies of the proposed rule change, all sub- 
sequent amendments, all written statements with 
respect to the proposed rule change, as amended, 
which were filed with the Commission, and of all 
written communications relating to the proposed 
rule change as amended between the Commission 
and any person were considered and are available 
for inspection and copying at the Commission’s 
Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. (File No. SR-NASD-78-16).® 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 





7 As originally filed, the proposed rule change, by 
its terms, applied only to registered representa- 
tives seeking elevation to principal status as a re- 
sult of changed duties. The NASD filed an 
amendment on May 8, 1979, to clarify that the pro- 
vision applied to all applicants for principal status. 


8 The Commission also considered public com- 
ments on proposed Securities Exchange Act Rule 
15b7-1 (File No. S7-709) and public information 
submitted in connection with a pending rule 
change proposal of the NASD to amend Schedule 
C of its By-Laws (File No. SR-NASD-75-6). Both 
of these proposals included the limited principal 
categories being approved by the Commission. 





By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15884/May 30, 1979 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, DC 20006 


(SR-NASD-79-3) 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE AND ORDER APPROVING PROPOSED 
RULE CHANGE 


On May 4, 1979, the National Association of Secu- 
rities Dealers, Inc. (the “NASD”) filed with the 
Commission, pursuant to Section 19(b) of the Se- 
curities Exchange Act of 1934 (the ‘‘Act’), and 
Rule 19b-4 thereunder, copies of a proposal to 
adopt plans and specifications’ for two limited 
principal examinations which were pending ap- 
proval by the Commission in a related proposed 





' The filing received from the NASD included the 
following materials: copies of two letters from 
Frank J. McAuliffe, Director of the NASD’s Qualifi- 
cations Department, to Janet R. Zimmer, Chief of 
the Branch of Over-the-Counter Regulation of the 
Division of Market Regulation, dated May 4, 1979, 
concerning the two proposed limited principal 
examinations; study outlines prepared by the 
NASD for each of the limited principal examina- 
tions; specifications describing the examinations’ 
area and sectional weightings; and relevant por- 
tions of an agreement between the NASD and 
Control Data Corporation, the organization pro- 
viding the computer facilities which will be used by 
the NASD for the administration of the qualification 
examinations. 


rule change (File No. SR-NASD-78-16).2 That pro- 
posed rule change would, among other things, 
authorize the establishment of the categories of 
Limited Principal - Investment Company and Vari- 
able Contracts Products, and Limited Principal - 
Direct Participation Programs. According to the 
NASD, the purpose of the proposed rule change is 
to provide question banks for those limited princi- 
pal examinations. 


Interested persons are invited to submit written 
data, views and arguments concerning the sub- 
mission within 30 days from the date of this publi- 
cation. Persons desiring to make written com- 
ments should file six copies thereof with the Sec- 
retary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, DC 20549. Reference should be 
made to File No. SR-NASD-79-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washing- 
ton, D.C. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to the NASD and, in particular, the re- 
quirements of Section 15A of the Act and the rules 
and regulations thereunder. 


The Commission finds good cause for approving 
the proposed rule change before the thirtieth day 
after the publication of notice of filing thereof. The 
proposed rule change imposes no additional re- 
Strictions on brokers and dealers or their as- 
sociated persons. Further, by enabling such per- 
sons, to the extent their activities are limited solely 
to transactions involving securities in a limited cat- 
egory, to take a limited principal examination in 
lieu of the General Securities Principal examina- 
tion, the proposed rule change may relieve a sub- 





2 Proposed NASD Rule SR-NASD-78-16 was 
also today approved by the Commission. See Se- 
curities Exchange Act Release No. 15883 (May 
30, 1979). 
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stantive regulatory burden. The proposed limited 
principal examinations will be administered by the 
NASD through a pilot automated test administra- 
tion system. Permitting these new limited principal 
examinations to become effective without delay 
will permit further experimentation with this pilot 
system. The Commission believes that the public 
interest would be served by the NASD’s prompt 
implementation of the proposed new limited princi- 
pal qualification examinations. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved.* 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 15885/May 30, 1979 


PROPOSED RULE TO MAKE AVAILABLE TO 
THE MUNICIPAL SECURITIES RULEMAKING 





3 Although the individual questions which comprise 
the question banks for the two proposed limited 
principal qualification examinations have not been 
specifically approved by the Commission, the 
NASD has represented that the question banks, 
and each examination drawn from the question 
banks, will conform to the plans and specifications 
herein approved. The NASD has further repre- 
sented that it will update the question banks 
periodically in accordance with the outlines and 
procedures specified in its submission and that the 
question banks, and each examination drawn from 
the question banks, will continue to conform to the 
plans and specifications herein approved not- 
withstanding the revision or replacement of indi- 
vidual questions. New or revised questions will not 
necessarily be provided to the Commission for its 
review prior to their use. The NASD could not, 
however, revise the plans and specifications for 
either of the proposed limited principal qualifica- 
tion examinations without prior Commission ap- 
proval. 
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BOARD COPIES OF REPORTS OF COM- 
PLIANCE EXAMINATIONS OF MUNICIPAL SE- 
CURITIES BROKERS AND MUNICIPAL SECURI- 
TIES DEALERS 


AGENCY: Securities and Exchange Commission. 
ACTION: Proposed rulemaking 


SUMMARY: The Commission proposes to adopt a 
rule to make available to the Municipal Securities 
Rulemaking Board copies of reports of compliance 
examinations of municipal securities brokers and 
municipal securities dealers. The Securities Ex- 
change Act of 1934 directs the Commission to 
make available to the Municipal Securities 
Rulemaking Board, upon request, copies of re- 
ports of examinations made by the Commission, or 
furnished to it by appropriate regulatory agencies, 
subject to such limitations as the Commission es- 
tablishes by rule as necessary or appropriate in 
the public interest or for the protection of inves- 
tors. 


DATES: Comments should be submitted on or 
before July 11, 1979. 


ADDRESSES: Interested persons should submit 
three copies of their views and comments to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. All submissions will be 
made available for public inspection at the Com- 
mission’s Public Reference Section, Room 6101, 
1100 L Street, N.W., Washington, D.C. and should 
refer to Securities and Exchange Commission File 
No. S7-784. 


FOR FURTHER INFORMATION CONTACT: 


Marcia L. McHarg, Esq. 

Office of Self-Regulatory Oversight 
Division of Market Regulation 
Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20549 

(202) 755-7128 


SUPPLEMENTARY INFORMATION: 


The Securities and Exchange Commission an- 
nounced today that it has published for comment 





proposed rule 15Bc7-1 (17 CFR 240.15Bc7-1) to 
make available to the Municipal Securities 
Rulemaking Board (the “MSRB’”) copies of reports 
of compliance examinations of municipal securities 
brokers and municipal securities dealers, pursuant 
to Section 15B(c)(7) of the Securities Exchange 
Act of 1934 (the ‘‘Act’”) [15 U.S.C. 780-4(c)(7)]. 
Section 15B(c)(7) directs the Commission to make 
available to the MSRB, upon request, copies of 
reports of examinations made by the Commission, 
or furnished to it by appropriate regulatory agen- 
cies, subject to such limitations as the Commission 
establishes by rule as necessary or appropriate in 
the public interest or for the protection of inves- 
tors. 


BACKGROUND 


The Securities Acts Amendments of 1975 (1975 
Amendments”’)' provided for the establishment of 
the MSRB to adopt rules, subject to Commission 
approval, relating to trading in municipal securities 
and the activities of municipal securities brokers 
and municipal securities dealers. Congress in- 
tended to provide the MSRB with ‘ample opportu- 
nity to develop responsible rules for the industry.” 2 
Compliance examinations are a source of current 
information which the MSRB may use to monitor 
the activities of municipal securities professionals, 
and Section 15B(c)(7) of the Act provides a 
mechanism for giving the MSRB access to reports 
of such examinations.* 





1 Pub. L. No. 94-29 (June 4, 1975). 


2 Report of the Senate Committee on Banking, 
Housing and Urban Affairs to Accompany S.249 
(S. Rep. No. 75) 94th Cong., 1st Sess. 48 (1975). 


3 Section 15B(c)(7)(b) of the Act reads as follows: 


A registered securities association shall 
make a report of any examination con- 
ducted pursuant to subsection (B)(2)(E) 
of this section and promptly furnish the 
Commission a copy thereof and any 
data supplied to it in connection with 
such examination. Subject to such lim- 
itations as the Commission, by rule, 
determines to be necessary or appro- 
priate in the public interest or for the 
protection of investors, the Commission 


Compliance examinations of municipal securities 
brokers and municipal securities dealers are con- 
ducted periodically* by the Commission, the 
NASD, and the appropriate bank regulatory agen- 
cies.5 Section 15B(c)(7)(B) provides that the 





shall, on request, make available to the 
Board a copy of any report of an exam- 
ination of a municipal securities broker 
or municipal securities dealer made by 
or furnished to the Commission pur- 
suant to this paragraph or Section 
17(c)(3) of this title. 


4 The MSRB adopted rule G-16 pursuant to Sec- 
tion 15B(b)(2)(e) of the Act [15 U.S.C. 780- 
4(b)(2)(E)], which authorizes the MSRB to propose 
and adopt rules to provide for periodic examina- 
tions of ‘municipal securities brokers and munici- 
pal securities dealers to determine compliance 
with applicable provisions” of the Act, rules prom- 
ulgated thereunder, and MSRB rules. Rule G-16 
was approved by the Commission in Securities 
Exchange Act Release No. 14324 (Dec. 29, 1977), 
and provides: 


At least once each twenty-four months, 
each municipal securities broker and 
municipal securities dealer shall be 
examined in accordance with Section 
15B(c)(7) of the Act to determine, at a 
minimum, whether such municipal secu- 
rities broker or municipal securities 
dealer and its associated persons are in 
compliance with all applicable provi- 
sions of the Act and rules and regula- 
tions of the Commission thereunder. 


Section 15B(c)(7)(A) of the Act provides that 
examinations shall be conducted by the Commis- 
sion, the NASD, or the appropriate bank regulatory 
agency. 


5 The term “appropriate regulatory agency” is de- 
fined in Section 3(a)(34)(A) of the Act [15 U.S.C. 
78c(34)(A)]. The Comptroller of the Currency, the 
Board of Governors of the Federal Reserve Sys- 
tem, and the Federal Deposit Insurance Corpora- 
tion are the appropriate regulatory agencies for 
municipal securities dealers which are banks or 
separately identifiable departments or divisions of 
banks regulated by those agencies. The term 
“separately identifiable department or division” is 
defined in MSRB rule G-1 pursuant to Section 
3(a)(30) of the Act [15 U.S.C. 78c(30)]. 
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Commission will make available to the MSRB, 
upon request, copies of reports of examinations of 
municipal securities brokers or municipal securi- 
ties dealers made by or furnished to the Commis- 
sion,® subject to such limitations as the Commis- 
sion, by rule, deems necessary or appropriate in 
the public interest. 


On February 16, 1979, the MSRB submitted a 
written request to the Commission pursuant to 
Section 15B(c)(7) of the Act for copies of reports of 
examinations, or information contained in reports 
of examinations, of municipal securities brokers 
and municipal securities dealers made by or fur- 
nished to the Commission.” The proposed rule 
would make information from reports of such 
examinations available to the MSRB, subject to 
limitations designed to protect the confidentiality of 
such information and to establish procedures for 
furnishing it to the MSRB. 


THE PROPOSED RULE 


The proposed rule would require, prior to the 
Commission's furnishing any information to the 
MSRB, that the MSRB establish by rule, and 
thereafter maintain, adequate procedures for en- 
suring the confidentiality of information made 
available to it pursuant to Section 15B(c)(7) of the 
Act.® In addition, the proposed rule would provide 





6 Section 15B(c)(7) of the Act requires that copies 
of examination reports of municipal securities 
brokers or dealers made by the NASD shall be 
furnished to the Commission. Section 17(c)(3) of 
the Act [15 U.S.C. 78q(c)(3)] provides that the ap- 
propriate bank regulatory agency for a bank 
municipal securities dealer shall furnish to the 
Commission, upon request, copies of reports of 
examinations. 


7 Under the proposed rule, the Commission would, 
on a continuing basis, make information from re- 
ports of examinations available to the MSRB within 
thirty (30) days after such information is received 
by the Commission. 


8 The MSRB has specified terms and conditions 
which it is prepared to meet because of the confi- 
dential nature of the information which would be 
furnished to it under the proposed rule. These 
terms include presenting information to members 
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that any information made available to the MSRB 
must not identify a municipal securities broker or 
dealer, or associated person which is the subject 
of an examination report.? Any information iden- 
tifying the subject of the examination, which would 
be required by the proposed rule to be furnished to 
the Commission as a basis for its recordkeeping 
system, would be deleted by the Commission prior 
to making copies of reports available to the MSRB. 


As an alternative to furnishing the entire examina- 
tion report, the proposed rule would allow for rel- 
evant information to be extracted from examination 
reports and provided to the MSRB on a separate 
reporting form. This alternative would provide the 
MSRB with access to the types of current informa- 
tion on the activities of municipal securities brok- 
ers and dealers which the MSRB has indicated are 
important to its effectiveness as a rulemaking body 
without disclosing the identity of the subject of the 
examination. 


The schedule of information to be followed by 
those examining entities that choose to use a 
separate reporting form is general in nature. The 
MSRBB staff has indicated to the Commission that, 





of the MSRB only in summarized form which would 
not permit identification of the subjects of exam- 
inations, maintaining copies of examination reports 
in a locked file cabinet with access limited to 
senior MSRB staff members, and emphasizing to 
staff members the requirements of the MSRB code 
of conduct with respect to the confidentiality of in- 
formation which they may obtain in their capacity 
as MSRB employees. 


9 Information contained in bank examination re- 
ports is exempted from the public disclosure re- 
quirements of the Administrative Procedure Act. 
See 5 U.S.C. 552(B)(8). See also 17 CFR 
200.80(b)(8) which provides that examination re- 
ports furnished to the Commission by a regulatory 
entity responsible for a financial institution consti- 
tute nonpublic matter. In addition, there is a statut- 
ory prohibition, applicable to each federal bank 
regulatory agency, against disclosure of the con- 
tents of confidential bank examination reports un- 
less expressly permitted by law. See, e.g. 12 CFR 
4.18, which prohibits disclosure of material in con- 
fidential examination reports prepared by the Of- 
fice of the Comptroller of the Currency under pen- 
alty of law. 





while the MSRB is interested in obtaining particu- 
lar items of information from examination reports, 
it does not require information specifically iden- 
tifying any municipal securities broker, municipal 
securities dealer, or associated person. Accord- 
ingly, the schedule of information to be contained 
in a separate form, while responsive to the legisla- 
tive intent of providing the MSRB with important 
and useful information contained in reports of 
examinations of municipal securities brokers and 
dealers, would take account of legitimate concerns 
that even apparently general information could be 
used, in some instances, to identify certain 
municipal securities brokers and dealers which are 
the subjects of examination reports.'° 


Under the proposed rule, the Commission itself 
could furnish the MSRB with information from any 
examination report in whatever format it deems 
appropriate. That provision would allow the Com- 
mission the choice of furnishing the MSRB with a 
separate form, rather than a copy of the full 
examination report, provided that the separate 
form contains as much of the information specified 
in the proposed rule as is available from the actual 
examination report. 


The NASD and the three federal bank regulatory 
agencies would also be able to make use of a 
simplified separate reporting form under the pro- 
posed rule. The appropriate examining entity could 
have a separate form completed by the examiner 
at the time of the examination, or have the form 
filled out subsequent to the examination by per- 
sonnel experienced in reviewing reports of exam- 
inations of municipal securities brokers and deal- 
ers. In the alternative, of course, the examining 
entity may supply the Commission with a copy of 
the full examination report. 


The proposed rule would require that, should the 
NASD or the bank regulatory agencies choose to 
make use of a separate form, the form must con- 





10 For example, the separate form does not require 
an indication of the geographic region where the 
subject of the examination is located, since the 
number of bank municipal securities dealers in 
some areas of the country is so small that it might 
be possible to identify a particular bank dealer 
simply by knowing what part of the country it is in, 
and which bank regulator conducted the examina- 
tion. 


tain all of the information specified in the rule."' 
The Commission believes that this limitation on the 
use of separate forms would result in a supply of 
information from examination reports to the MSRB 
which is complete and uniform, regardless of the 
examining entity or the municipal securities broker 
or dealer examined. The Commission and the 
MSRB believe that use by all reporting agencies of 
the separate form would be particularly helpful to 
the MSRB, which intends to compile aggregate 
information on transactions in municipal securities 
and on the activities of municipal securities brok- 
ers and municipal securities dealers in order to aid 
it in carrying out its rulemaking functions. 


The information which the proposed rule would re- 
quire separate reporting forms to contain falls into 
three general categories. 


First, the MSRB would be provided with sufficient 
information to categorize the report by appropriate 
regulatory agency conducting the examination and 
by the type or scope of the examination. 


Second, the MSRB would be provided with appro- 
priate information indicating the size of the munici- 
pal securities broker or dealer. For bank municipal 
securities dealers and bank dealers registered as 
separately identifiable departments or divisions, 
the information required would be the appropriate 
total asset range of the bank itself. The proposed 
rule would designate six asset categories within 
which a bank might fall. For SECO’? municipal se- 
curities brokers or dealers and broker-dealers reg- 
ulated by the NASD, the proposed rule would re- 
quire designation of whether the broker or dealer 
examined is a main office or branch office, and for 
main office examinations, the appropriate tentative 





1 Most of the information specified is already 
contained in full examination reports. The NASD 
and the bank regulatory agencies have indicated 
that any other information required is readily avail- 
able to examiners. We understand that the regu- 
latory entities intend to redesign their examination 
reports in order to meet the requirements for using 
the separate form option. 


12 The SECO (Securities and Exchange Commis- 
sion Only) program is an option provided to brok- 
ers and dealers who do not wish to join the NASD 
and are not, therefore, members of a national se- 
curities association. 
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net capital of the broker-dealer.'® If the subject of 
an examination is a dealer, designation of whether 
or not the dealer engages solely in transactions in 
municipal and other exempted securities would be 
required. In addition, since this second category of 
information focuses on the size of the municipal 
securities broker or municipal securities dealer or 
of the entity of which it may be a part, the number 
of municipal securities principals, municipal secu- 
rities representatives, and, if an examination of a 
broker-dealer, the number of financial and opera- 
tions principals associated with the broker or 
dealer, is required under the proposed rule. 


The third category of information concerns infor- 
mation characterizing the trading activities of the 
subject of the examination report. In particular, the 
proposed rule would require that observations of 
apparent violations of any applicable provision of 
the Act, and rules and regulations promulgated 
thereunder, including MSRB rules, be furnished, 
along with information identifying the applicable 
provision or rule, as well as a description of the 
circumstances of the violation, and whether or not 
the violation is of a continuing nature. 


The proposed rule would require that information 
on any corrective action taken or recommended be 
provided to the MSRB. The Commission intends 
that this information reflect the recommendations 
of the examiner, rather than the final determination 
of a district business conduct committee or any 
other reviewing entity. The examiner’s findings are 
particularly important in this area, since disciplin- 
ary action taken or recommendations made pur- 
suant to the examiner's report often may be com- 
pleted months after the actual examination date. 
Since effective analysis of trading activity in the 
municipal securities market is dependent upon a 
supply of current information to the MSRB, the 
proposed rule would cover only those actions 
taken or recommended by the examiner in con- 
nection with the examination itself. 


Finally, comments in the examination report made 
by the examiner concerning any questionable 
practices relating to the municipal securities 
broker or dealer activities of the subject of the 
examination must also be included in any separate 
form provided to the MSRB. This information is 





13 See 17 CFR 240.15c3-1, which sets forth the 
net capital requirements for brokers or dealers. 


758/SEC DOCKET 


intended to go beyond observations concerning 
municipal securities activities which may already 
be covered by provisions of the Act or the rules of 
the MSRB. General observations on municipal se- 
curities trading practices which seem unusual or 
inappropriate could be particularly useful to the 
MSRB in identifying areas of potential concern. 
This type of information may, for example, reveal 
loopholes in the existing regulatory structure or 
unorthodox trading practices. 


In addition, the proposed rule requires that any 
separate form furnished to the Commission con- 
tain the name and SEC registration number of the 
municipal securities broker or municipal securities 
dealer examined. This information would be de- 
leted by the Commission prior to making available 
the separate form to the MSRB, but would serve 
as the basis for the Commission's recordkeeping 
system for separate forms supplied to it under the 
proposed rule. 


The proposed rule provides that all copies of re- 
ports of examinations made by or furnished to the 
Commission and any separate forms furnished to 
the Commission pursuant to the rule will be kept in 
nonpublic files, since the information contained in 
examination reports is strictly confidential unless 
access is authorized by statute. 


REQUEST FOR PUBLIC COMMENT 


All interested persons are invited to submit com- 
ments on proposed Rule 15Bc7-1. Commenters 
should particularly consider whether the conditions 
of the proposed rule designed to protect the iden- 
tity of the examinees are sufficient. Commenters 
should submit three copies of their views on pro- 
posed rule 15Bc7-1 in writing to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washing- 
ton, D.C. 20549, not later than June 27, 1979. All 
communications should refer to File No. S7-784 
and will be available for public inspection at the 
Commission's Public Reference Room, Room 
6101, 1100 L Street, N.W., Washington, D.C. 


Rule 15Bc7-1.(17 CFR 240.15Bc7-1) is proposed 
to be adopted by the Securities and Exchange 
Commission pursuant to the Securities Exchange 





Act of 1934, as amended [15 U.S.C. 78a et seq. ], 
and particularly Sections 15B, 17, and 23 [15 
U.S.C. 780-4, 78q, and 78w]. The text of the pro- 
posed rule is as follows: 


§240.15Bc7-1 Availability of examination reports. 


(a) Upon written request, copies of any report of 
an examination of a municipal securities broker or 
municipal securities dealer made by the Commis- 
sion or furnished to it by a national securities as- 
sociation pursuant to Section 15B(c)(7)(B) of the 
Act or by the appropriate regulatory agency pur- 
suant to Section 17(c)(3) of the Act shall be made 
available to the Municipal Securities Rulemaking 
Board (the ‘“Board”) by the Commission within 
thirty days after receiving such report, subject to 
the following limitations: 


(1) The Board shall establish by rule 
and shall maintain adequate procedures 
for ensuring the confidentiality of any 
information made available to it by the 
Commission pursuant to Section 
15B(c)(7)(B) of the Act; 


(2) Information made available to the 
Board shall not identify any municipal 
securities broker, municipal securities 
dealer, or associated person which is 
the subject of an examination report; 


(3) If information is made available to 
the Board by the Commission, the 
Commission may furnish the Board with 
such information in any manner it 
deems appropriate, provided that, if the 
Commission furnishes to the Board a 
separate form, rather than a copy of any 
report of an examination, that form shall 
contain such of the information set forth 
in paragraph (b) as is available from the 
examination report; 


(4) If information to be made available to 
the Board is furnished to the Commis- 
sion on a separate form prepared by a 
national securities association or by 
another appropriate regulatory agency, 
that form, rather than a copy of any re- 
port of an examination, will be made 
available to the Board, provided that 
such form contains the information set 


forth in paragraph (b) and is furnished to 
the Commission in duplicate. 


(b) Separate forms made available to the Board by 
the Commission pursuant to paragraph (a)(3) of 
this section, or furnished to the Commission by a 
national securities association or another appro- 
priate regulatory agency pursuant to paragraph 
(a)(4) of this section, shall contain the following 
information: 


(1) The name of the appropriate regu- 
latory agency conducting the examina- 
tion; 


(2) The type or scope of the examina- 
tion; 


(3) (i) Appropriate financial data which 
indicates the size of the municipal 
securities broker or municipal secu- 
rities dealer, such as dollar volume, 
trading volume, or other revenue 
data; 


(ii) If an examination of a municipal 
securities dealer which is a bank or a 
separately identifiable department or 
division of a bank, designation of the 
appropriate total asset category 
(under $100,000,000, between 
$100,000,000 and $300,000,000, 
between $300,000,000 and 
$500,000,000, between 
$500,000,000 and $1,000,000,000, 
between $1,000,000,000 and 
$5,000,000,000, in excess of 
$5,000,000,000) of the bank; and 


(iii) If an examination of a broker or 
dealer, whether the examination is of 
a main office or a branch office; if an 
examination of a main office of a 
broker or dealer, the tentative net 
capital of the broker or dealer; 


(4) If an examination of a dealer, 
whether or not the dealer engages 
solely in transactions in municipal secu- 
rities and other exempted securities; 


(5) The number of municipal securities 
principals, municipal securities repre- 
sentatives, and, if an examination of a 
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broker or dealer, the number of financial 
and operations principals associated 
with the broker or dealer; 


(6) Observations concerning apparent 
violations of any applicable provision of 
the Act and the rules and regulations 
thereunder, including the rules of the 
Board, identifying the applicable provi- 
sion or rule and setting forth a descrip- 
tion of the circumstances of the appar- 
ent violation, including whether or not 
the violations appear to be of a con- 
tinuing nature; 


(7) Corrective action taken or recom- 
mended, if any; and 


(8) Comments, if any, of the examiner 
concerning questionable practices re- 
lating to municipal securities broker or 
municipal securities dealer activities, 
whether or not covered by provisions of 
the Act and the rules and regulations 
thereunder, including the rules of the 
Board. 


(c) Separate forms furnished to the Commission 
by a national securities association or another ap- 
propriate regulatory agency pursuant to paragraph 
(a)(4) of this section shall contain the name and 
registration number of the municipal securities 
broker or municipal securities dealer which is the 
subject of the examination, which information shall 
be deleted by the Commission prior to making 
available the separate form to the Board. 


(d) Copies of any report of an examination of a 
municipal securities broker or municipal securities 
dealer made by the Commission or furnished to it 
pursuant to Section 15B(c)(7)(B) or Section 
17(c)(3) of the Act, or separate forms made avail- 
able to the Commission pursuant to paragraph 
(a)(3) or paragraph (a)(4) of this section will be 
maintained in a nonpublic file. 


* * * 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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May 30, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15886/May 30, 1979 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, PA 19103 


(SR-Phix—79-2) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On April 6, 1979, the Philadelphia Stock Ex- 
change, Inc. filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’) and Rule 
19b-4 thereunder, copies of a proposed rule 
change which increases permissible spreads be- 
tween bids and offers by specialists and Regis- 
tered Options Traders. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
34-15721, April 12, 1979) and by publication in the 
Federal Register (44 FR 24670, April 26, 1979). 
All written statements with respect to the proposed 
rule change which were filed with the Commission 
and all written communications relating to the pro- 
posed rule change between the Commission and 
any person were considered and (with the excep- 
tion of those statements or communications which 
may be withheld from the public in accordance 
with the provisions of 5 U.S.C. §552) were made 
available to the public at the Commission’s Public 
Reference Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to national securities exchanges, and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 





proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15887/May 31, 1979 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
common stock (par value $.50) of FABIEN COR- 
PORATION from listing and registration thereon. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15888/May 31, 1979 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-79-6) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On April 2, 1979, the Midwest Stock Exchange, 
Inc. (the “MSE”) filed with the Commission, pur- 
suant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’”) and Rule 19b-4 thereunder, copies of a 
proposed rule change which amended Article XX, 
Rule 25 of the MSE Rules, and added a new Rule 
13 to Article IX of the MSE Rules. The purpose of 
the proposal is to conform the MSE rules to the 
requirements of Section 11(a)(1) of the Act. On 
March 26, 1979, the MSE filed with the Commis- 
sion Amendment No. 1 to SR-MSE-79-6. As 
amended, the proposal would require that MSE 
members clearly announce to the trading crowd 
that they are representing orders to be executed 
pursuant to Section 11(a)(1)(G) of the Act and 


Rule 11a1-1(T) thereunder, and that such orders 
yield priovity, parity, and precedence to any order 
which is not for the account of a member, member 
organization or associated person thereof. Addi- 
tionally, orders to be executed pursuant to Section 
11(a)(1)(G) of the Act and Rule 11a1-1(T) there- 
under must be marked in such a manner as to alert 
the executing member that the order is subject to 
those provisions. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
34-15690, April 2, 1979) and by publication in the 
Federal Register (44 FR 21102, April 9, 1979). No 
comments were received with respect to the pro- 
posed rule filing." 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to a national securities exchange, and in 
particular, the requirements of Sections 6 and 
11(a), and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1On April 30, 1979, the MSE filed with the Com- 
mission Amendment No. 2 to SR-MSE-79-6, indi- 
cating final approval of the proposal by the MSE 
Board of Governors on April 19, 1979. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15889/May 31, 1979 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South La Salle Street 
Chicago, Illinois 60603 


(SR-MSE-79-9) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On April 2, 1979, the Midwest Stock Exchange, 
Inc. (the “MSE”) filed with the Commission, pur- 
suant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’) and Rule 19b-4 thereunder, copies of a 
proposed change to Article XXI, Rule 19 of the 
MSE Rules. On April 13, 1979 the MSE filed with 
the Commission Amendment No. 1 to SR-MSE- 
79-9. As amended, the proposal would require 
that members effecting on-floor proprietary trans- 
actions pursuant to Section 11(a)(1)(G) of the Act 
and Rule 11a1-—1(T) thereunder, yield priority, par- 
ity and precedence to all orders originating off the 
floor, other than off floor orders to be executed 
pursuant to Section 11(a)(1)(G) of the Act and 
Rule 11a1-1(T) thereunder. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
34-15745, April 18, 1979) and by publication in the 
Federal Register (44 FR 24670, April 26, 1979). 
No comments were received with respect to the 
proposed rule filing." 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to a national securities exchange, and in 
particular, the requirements of Sections 6 and 
11(a), and the rules and regulations thereunder. 





1On April 30, 1979, the MSE filed with the Com- 
mission Amendment No. 2 to SR-MSE-79-6, indi- 
cating final approval of the proposal by the MSE 
Board of Governors on April 19, 1979. 
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IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21060/May 24, 1979 


In the Matter of 


NORTHEAST NUCLEAR ENERGY COMPANY 
Hartford, Connecticut 


(70-6280) 


ORDER AUTHORIZING PROPOSED NUCLEAR 
FUEL FINANCING 


Northeast Nuclear Energy Company (“NNEC”), a 
wholly owned subsidiary of Northeast Utilities 
(“Northeast”), a registered holding company, has 
filed an application-declaration and an amendment 
thereto with this Commission pursuant to Sections 
6(a), 7, 9(a), 10 and 12(d) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’), and Rules 
44 and 50(a)(2) promulgated thereunder regarding 
the proposed transactions. 


NNEC acts as agent for The Connecticut Light and 
Power Company, the Hartford, Electric Light Com- 
pany and Western Massachusetts Electric Com- 
pany (collectively, the ‘“Owners”’), each a public 
utility subsidiary of Northeast and owners as ten- 
ants in common of the nuclear generating units 
known as Millstone Units 1 and 2. NNEC owns the 





nuclear fuel for Millstone Units 1 and 2 and 
supplies such fuel to the Owners for use in the 
reactors of Millstone Units 1 and 2. NNEC has fi- 
nanced the acquisition, conversion, enrichment 
and fabrication into assemblies of nuclear fuel 
through a variety of methods, including unsecured 
bank borrowings by NNEC and the use of inter- 
nally generated funds provided by the Owners to 
NNEC pursuant to the fuel supply contract be- 
tween the Owners and NNEC. The long-term 
financing of the nuclear fuel assemblies after their 
arrival at the plant site has been accomplished 
through the sale by NNEC of secured notes under 
the Trust Indenture dated December 1, 1972 (‘‘In- 
denture’) between NNEC and the Connecticut 
Bank and Trust Company, as trustee. 


In February 1978, in order to provide a com- 
prehensive framework for the financing of nuclear 
fuel primarily during the off-site portions of the nu- 
clear fuel cycle, NNEC entered into arrangements 
for Millstone Units 1 and 2 with Manufacturers 
Hanover Trust Company, not in its individual 
capacity but solely as trustee (“Trustee”) of the 
Waterford Fuel Supply Trust (‘‘Trust’”), which was 
specially created for the purpose of such financing 
pursuant to a Trust Agreement (‘Trust Agree- 
ment’) dated November 15, 1977 between The 
Connecticut Bank and Trust Company as trustor 
(“Trustor’), and Trustee and NNEC, as Benefi- 
ciary. Pursuant to a Nuclear Fuel Sale Agreement 
(“Sale Agreement’) dated November 15, 1977 
between NNEC and the Trustee, NNEC agreed to 
assign to the Trustee all of its rights, title and 
interest in and to all or part of certain nuclear fuel 
contracts and nuclear fuel pursuant to one or more 
assignments (‘Assignments’). The Trustee, in 
turn, agreed to either reimburse NNEC for pay- 
ments made to fuel vendors under the assigned 
nuclear fuel contracts or to make such payments 
directly to the fuel vendors. The Sale Agreement 
and the Assignments allow NNEC to assign to the 
Trustee the nuclear fuel contract rights with re- 
spect to one or more reload batches of fuel, and to 
request the Trustee to finance such reload 
batches, without assigning or asking the Trustee to 
finance all of the reload batches covered by a 
given contract. 


Upon making a payment with respect to any nu- 
clear fuel, the Trustee acquires title to such nuc- 
lear fuel (or, in some circumstances, the right to 
acquire title in the future) and the related nuclear 
fuel contract rights. Upon the completion of the 


processing and fabrication of the nuclear fuel 
assemblies constituting a reload batch and deliv- 
ery of such fuel assemblies to the plant site, or, on 
any earlier date selected by NNEC, NNEC is re- 
quired under the Sale Agreement to repurchase 
such fuel assemblies at a price equal to the “sell- 
er’s cost’, as defined in the Sale Agreement. 
Under the Sale Agreement, NNEC’s obligation to 
repurchase the fuel and to make such payments to 
the Trustee is absolute and unconditional. NNEC 
is required to repurchase the fuel assemblies at a 
time no later than the day preceding insertion into 
a nuclear reactor. The Sale Agreement will termi- 
nate on the earlier of June 30, 1987, or the occur- 
rence of certain other events specified therein. 


Pursuant to a Credit Agreement (“Credit Agree- 
ment’) dated November 15, 1977 between the 
Trustee and Manufacturers Hanover Trust Com- 
pany, acting in its individual capacity (‘Bank’), the 
Trustee finances its own payments to NNEC and 
the fuel vendors through the sale of the Trust’s 
commercial paper notes (“CP Notes”), backed by 
irrevocable letters of credit of the Bank, which are 
preprinted on the CP Notes. If the Trustee cannot 
sell the CP Notes or if certain other circumstances 
arise, the Bank is obligated to make loans to the 
Trustee which are sufficient in amount to enable 
the Trustee to make nuclear fuel payments to 
NNEC or to fuel vendors. NNEC may also instruct 
the Trustee to borrow from the Bank instead of is- 
suing CP Notes. The Bank’s obligation to extend 
credit to the Trustee by issuing letters of credit 
preprinted on CP Notes or making loans is limited 
to a total commitment of $35,000,000. The Trustee 
must pay to the Bank a letter of credit fee com- 
puted at a rate of 1-%4% per annum through De- 
cember 31, 1978 and 1-%% per annum thereafter 
of the daily average amount of letters of credit out- 
standing during each calendar quarter. In addition, 
the Trustee must pay the Bank a commitment fee 
computed at the rate of % of 1% per annum on the 
daily average unused portion of the commitment 
during each calendar quarter. The Trustee is re- 
quired to pay the Bank interest on loans made by 
the Bank at a rate equal to 125% of the Base Rate, 
which is defined in the Credit Agreement as the 
higher of the Bank’s prime rate or the then current 
commercial paper rate. 


The Bank has also agreed to act as the Trustee’s 
agent for the issuance, delivery and payment of 
the Trust’s CP Notes in accordance with the terms 
of a Depositary Agreement (“Depositary Agree- 
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ment’) dated as of November 15, 1977. The Bank 
receives a fee of $6.50 per CP Note issued and a 
fee of $5.50 per CP Note paid under the Depos- 
itary Agreement. Pursuant to the terms of a Dealer 
Agreement dated February 7, 1978 between the 
Trustee and Lehman Brothers, Kuhn Loeb Incor- 
porated, acting for itself and for Lehman Commer- 
cial Paper Incorporated (collectively “Lehman’), 
Lehman has agreed to act as dealer for the sale of 
the CP Notes of the Trust. For arranging the sale 
of any CP Note, Lehman receives a fee equal to 
¥e% of the principal amount thereof. 


In order to secure the Trustee’s obligations to the 
Bank, the Trustee has assigned to the Bank, as 
collateral security, all of its rights in the nuclear 
fuel being financed by the Trustee and the related 
nuclear fuel contract rights and has granted a se- 
curity interest to the Bank in such fuel and such 
nuclear fuel contract rights. These arrangements 
have been accomplished pursuant to a Security 
Agreement and Assignment of Contracts (‘““Secu- 
rity Agreement’) dated November 15, 1977 be- 
tween the Trustee and the Bank, which also pro- 
vides for the assignment to the Bank of all of the 
Trustee’s rights (but not its obligations) under the 
Sale Agreement and the Assignments. When 
NNEC repurchases the nuclear fuel from the 
Trustee, the Bank will release to the Trustee all of 
its rights in such fuel, including its security interest. 


Since February, 1978, the Trustee has made pay- 


ments to NNEC totaling approximately 
$23,000,000 pursuant to these arrangements. Ap- 
proximately $17,719,000 of this amount was re- 
paid by NNEC in March 1979. The use of these 
arrangements has permitted NNEC to obtain a 
portion of the funds necessary for the off-site por- 
tion of its nuclear fuel procurement program in a 
manner which is consistent with the terms of 
NNEC’s Indenture and the Commission’s own lim- 
itations on NNEC’s short term borrowings. 


It is proposed that the Sale Agreement between 
NNEC and the Trustee, will be amended to allow 
NNEC to repurchase nuclear fuel from the Trustee 
up to 30 days following the day on which nuclear 
fuel is placed in a nuclear reactor. The amendment 
is designed to cure the existing arrangements 
under which it is possible that NNEC would be re- 
quired by the Sale Agreement to repurchase fuel 
assemblies prior to the time that it was able to ob- 
tain the funds needed for such repurchase through 
the issue and sale of additional secured notes 
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under its Indenture. The additional 30-day grace 
period is expected to provide greater flexibility in 
coordinating the sale of additional secured notes 
with the repurchase of fuel from the Trustee. As a 
result of this proposed modification, it is possible 
that the Trustee will own nuclear fuel assemblies 
after they have been inserted into a reactor. 


In addition, NNEC proposes to add two more nu- 
clear fuel contracts to the list of fuel contracts 
which may be financed pursuant to these ar- 
rangements and to execute assignments partially 
assigning such contracts to the Trustee. 


It is proposed that the Credit Agreement between 
the Trustee and the Bank, will be amended to im- 
plement the following changes. First, the total 
commitment of the Bank to extend credit to the 
Trustee by letters of credit or loans will be in- 
creased from $35,000,000 to $50,000,000. Sec- 
ond, in connection with the increase in the com- 
mitment as described above and the amendment 
to the Sale Agreement allowing financing of fuel 
provided under the Millstone 1 Fuel Contract, the 
following arrangements have been agreed upon 
with respect to the Bank’s letter of credit fee and 
commitment fee. For financing any nuclear fuel for 
a reload batch for Millstone Unit 2, the Trustee 
must pay to the Bank a letter of credit fee com- 
puted at the rate of 1-%% per annum on the daily 
average amount of letters of credit outstanding 
during each calendar quarter; for financing any 
nuclear fuel for a reload batch for Millstone Unit 1, 
the Trustee must pay to the Bank a letter of credit 
fee computed at the rate of 1% per annum on the 
daily average amount of letters of credit outstand- 
ing. It is estimated that the maximum effective 
interest rate for an average CP Note would be 
11.2% per annum. 


The Security Agreement and Assignment of Con- 
tracts will be amended to provide that the total 
amount of the obligations of the Trustee to the 
Bank which are secured thereby will be increased 
from $35,000,000 to $50,000,000 to reflect the in- 
crease in the Bank’s commitment. In addition, the 
Security Agreement will be amended to reflect the 
addition of the two nuclear fuel contracts referred 
to above. 


Although no formal commitments for NNEC’s bank 
borrowing to be effected in continuance of the 
financing program have been made with any bank, 





NNEC expects that such borrowings will be ef- 
fected from the following banks through the use of 
joint usage credit lines of Northeast. These joint 
usage credit lines were approved in the Commis- 
sion’s order of June 26, 1978 (HCAR No 20601): 


Bank 


The First National Bank of Boston 
Boston, Massachusetts 


Maximum Amount 





$ 8,000,000 


Chase Manhattan Bank 


New York, New York 10,000,000 


The Connecticut Bank and Trust Com- 
pany 


Hartford, Connecticut 8,000,000 


Hartford National Bank and Trust Com- 
pany 


Hartford, Connecticut 8,000,000 


The Colonial Bank and Trust Company 


Waterbury, Connecticut 5,000,000 


Connecticut National Bank 


Bridgeport, Connecticut 3,000,000 


Bay Banks 
Boston, Massachusetts 


5,000,000 
NNEC presently contemplates that its projected 
capital requirements will necessitate the borrowing 
of up to $30,000,000 from the above banks, and 
the maximum aggregate amount of such borrow- 
ings outstanding at any time will not exceed 
$30,000,000. 


The notes which will be issued to evidence these 
bank borrowings (“Bank Notes’) will each be 
dated the date of issue, will have a maximum 
maturity date of nine months with right of renewal, 
will bear interest at the prime rate in effect from 
time to time at the lending bank or at the prime 
rate plus a fraction thereof, will be subject to pre- 
payment at any time at NNEC’s option without 
premium and will be subordinated to any secured 
notes issued by NNEC. Compensating balances of 
up to 10% of the credit lines plus up to 10% of the 
average borrowings are required by the above 
banks. The maximum cost for any of these bor- 
rowings will not exceed an amount equal to the 
sum of (i) interest computed at the prime rate, plus 
(ii) the cost of maintaining compensating balances 
equal to (a) 10% of the credit line, plus (b) 10% of 
the average borrowings. Based on the assumed 
prime rate of 11.5%, the maximum effective inter- 
est rate would 14.375%. No minimum interest rate 
is specified by any bank. 


Although NNEC’s permanent financing program 
contemplates that the Bank Notes will be issued, 
renewed, repaid and/or re-issued from time to time 
through December 1, 1982 to meet the proposed 
financing program, NNEC proposes to issue Bank 
Notes to the bariks specified above in an aggre- 
gate amount not to exceed $30,000,000 at any 
time only for the period through June 30, 1980. 


The fees, commissions and expenses to be in- 
curred in connection with the proposed transac- 
tions are estimated at $74,250, including legal 
fees of $38,000. The proposed transactions have 
been approved by the Connecticut Public Utilities 
Control Authority. It is stated that no other state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 20969), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act, and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification 
thereunder with respect to the proposed transac- 
tions is extended so as to allow filing on a quar- 
terly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21061/May 25, 1979 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


(70-6098) 


SUPPLEMENTAL ORDER AUTHORIZING 
CHANGE IN INTEREST RATE PAYABLE ON A 
PORTION OF SHORT-TERM BORROWINGS 


Jersey Central Power & Light Company (“Jersey 
Central’), an electric utility subsidiary of General 
Public Utilities Corporation, a registered holding 
company, has filed with this Commission post- 
effective amendments to its application previously 
filed and amended in this matter pursuant to Sec- 
tion 6(b) of the Public Utility Holding Company Act 
of 1935 (“Act”) concerning the following proposed 
transaction. 


By order dated May 4, 1979 (HCAR No. 21031), 
Jersey Central was authorized to incur short-term 
borrowings from among 32 commercial banks 
through December 31, 1979, up to a maximum 
principal amount of the lesser of $140,000,000 or 
the amount permitted under its charter. This au- 
thorization represented an increase from that 
granted in a prior order dated March 22, 1979 
(HCAR No. 20991), which order set the authoriza- 
tion at the lesser of $105,000,000 or the amount 
permitted under its charter. By order dated May 
21, 1979 (HCAR No. 21054), Jersey Central was 
authorized to secure $30,000,000 of such addi- 
tional borrowings (the ‘Additional Borrowings’) 
from certain banks by granting them a security 
interest in approximately 800,000 pounds of yel- 
lowcake and in a certain contract between Jersey 
Central and Kerr-McGee Nuclear Corporation pro- 
viding for the conversion and delivery thereof. 


With respect to Jersey Central's short-term bor- 
rowings, the lending banks generally require com- 
pensating balances of 10% of the line of credit or 
20% of the amounts borrowed, whichever is 
higher. Assuming compensating balances of 20% 
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and a prime rate of 11.75%, the effective cost of 
borrowing would be 14.69%. 


By post-effective amendments Jersey Central re- 
quests authorization to pay interest on the Addi- 
tional Borrowings from and after May 25, 1979, at 
the rate of 108% of the base rate in effect from 
time to time of Citibank, N.A., on 90-day loans to 
substantial and responsible commercial borrowers 
and to pay a commitment fee of one-half of one 
percent on said Additional Borrowings. No com- 
pensating balances are required with respect to 
the Additional Borrowings, which will mature on 
July 31, 1979. The effective interest cost of the 
Additional Borrowings, assuming a prime rate of 
11.75%, is 15.69%. 


There are no additional fees or expenses to be in- 
curred in connection with the proposed transac- 
tion. No state commission and no federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendments, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application, 
as amended by said post-effective amendments, 
be granted: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendments be, and it hereby is, granted forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, ex- 
cept that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21062/May 25, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6071/May 25, 1979 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21063/May 25, 1979 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


SOUTHERN COMPANY SERVICES, INC. 
Atlanta, Georgia 


(70-6287) 


ORDER AUTHORIZING SERVICE COMPANY TO 
INCREASE AMOUNT OF NOTES OUTSTANDING 


The Southern Company (‘‘Southern’”), a registered 
holding company, and Southern Company Serv- 
ices, Inc. (“Services”), a service company sub- 
sidiary of Southern, have filed an application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 6(a), 7 and 12 of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45 and 50 promulgated there- 
under regarding the following proposed transac- 
tions. 


Services provides certain services for Southern 
and its associate companies in the Southern sys- 
tem pursuant to authorization of the Commission. 
It is stated that expansion in the amount of such 
services provided in recent years has resulted in a 
substantial increase in the amount of Services’ 
necessary working capital needs. Services pres- 
ently has authority from the Commission to issue 
and sell up to $30,000,000 aggregate principal 
amount of unsecured notes to Southern and to 
issue up to $22,000,000 aggregate principal 
amount of unsecured notes to Aetna Life Insur- 
ance Company (‘‘Aetna’’). The Commission's 
order authorizing the sale of notes to Aetna, dated 
February 22, 1977 (HCAR No. 19893), con- 


templates that borrowings made pursuant to such 
authority and borrowings made pursuant to the 
Commission's order authorizing the borrowings 
from Southern will aggregate not more than 
$30,000,000 at any one time outstanding. 


Services’ working capital needs have continued to 
increase to the point that they are now expected to 
be approximately $42,000,000 during 1979 and up 
to $45,000,000 during 1980. Services proposes 
that the aggregate principal amount of notes which 
Services is authorized by the Commission to issue 
be increased to $50,000,000, consisting of the 
presently authorized $22,000,000 in notes to 
Aetna; up to $20,000,000 in notes to Credit Lyon- 
nais as described below; and the balance to 
Southern. It is proposed that the maximum princi- 
pal amount at any one time outstanding will not 
exceed $50,000,000 until further authorization 
from the Commission. 


Services proposes to enter into an agreement 
(“Loan Agreement’) to issue and sell unsecured 
notes (“Notes”) in an aggregate principal amount 
not to exceed $20,000,000 to Credit Lyonnais 
(‘Bank’). It is proposed that the Notes will be 
guaranteed by Southern as to principal, premium, 
if any, and interest. It is expected that the Notes 
will represent a significant saving to Services in 
interest cost over its current borrowings and other 
currently available means of financing. The fol- 
lowing are the proposed terms of the Notes: the 
interest rate will be either (a) the applicable Lon- 
don Interbank Offering Rate (‘Libor’), as quoted to 
the Bank on the date of quotation, plus ¥% of 1% in 
the first three years; plus % of 1% during the years 
4 through 6; and plus % of 1% during the years 7 
and 8, or (b) 107% of the applicable prime rate 
from time to time established by the Bank. The 
election of one of the foregoing rate bases will be 
made by Services at each interest interval and will 
apply for such. Interest will be payable at the end 
of each calendar quarter. 


The interest rate, whether based upon the LIBOR 
or upon the prime rate, will be adjusted at periodic 
intervals throughout the life of the Loan Agree- 
ment, with the length of each such interval, subject 
to the limitations below, to be determined by 
Services. Such intervals may vary between 30 and 
90 days in the event that Services shall elect to 
use the interest rate calculation formula based 
upon the Bank’s prime rate, or shall vary between 
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30 and 180 days if Services shall elect to use the 
LIBOR based rate. Regardless of whether the 
prime rate basis or the LIBOR basis is used, the 
applicable interest rate will be fixed for the dura- 
tion of each interest interval. 


The Notes wil mature eight years from the date 
thereof, with principal to be repaid in five equal 
annual installments, commencing at the end of the 
fourth year. 


Prepayment will be permitted without penalty at 
any time, provided that the applicable interest 
payment basis prevailing at the time of the request 
for prepayment is the prime rate basis. If at the 
time of the prepayment request the interest rate is 
determined on the LIBOR basis, then prepayment 
without penalty will be permitted on the date corre- 
sponding to the end of the then current interest 
interval. In the event that prepayment is solicited 
prior to the end of such LIBOR based interest 
interval, the Bank will charge a penalty for such 
prepayment equal to the Bank’s out-of-pocket cost 
for settling its offsetting LIBOR based transaction, 
provided that, if no such cost is incurred by the 
Bank, then no prepayment penalty will be im- 
posed. 


The net proceeds from the sale of the Notes will be 
applied: to redeem Services’ Notes to CIT Corpo- 
ration outstanding at the time of the sale; to fi- 
nance the acquisition of fixed assets; to increase 
Services’ working capital; and to the extent not re- 
quired for the foregoing purposes, to reduce Serv- 
ices’ outstanding borrowings from Southern. 


Southern and Services request that the proposed 
transactions be excepted from the competitive 
bidding requirements of Rule 50 pursuant to para- 
graph (a)(5) thereof for the reasons that such re- 
quirements are impractable with respect to the 
proposed transactions and are unnecessary for 
the protection of investors or consumers to assure 
the maintenance of competitive conditions. 


The fees, commissions and expenses to be in- 
curred in connection with the proposed transaction 
are estimated at $27,500, including legal fees of 
$25,000. It is stated that no state or federal com- 
mission, other than this Commission, has jurisdic- 
tion over the proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
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scribed in Rule 23 promulgated under the Act 
(HCAR No. 21025) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Acct. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21064/May 25, 1979 


In the Matter of 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


(70-6309) 


NOTICE OF PROPOSAL TO ISSUE AND SELL 
COMMON STOCK PURSUANT TO A DIVIDEND 
REINVESTMENT AND COMMON SHARE PUR- 
CHASE PLAN 


NOTICE IS HEREBY GIVEN that Northeast 
Utilities (‘Northeast’), a registered holding com- 
pany, has filed an application-declaration and an 
amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 





(“Act”), designating Sections 6 and 7 of the Act 
and Rule 50(a)(5) promulgated thereunder as ap- 
plicable to the proposed transaction. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete state- 
ment of the proposed transactions. 


Pursuant to prior orders of the Commission, 
Northeast has been authorized to issue and sell up 
to 4,000,000 of its authorized but unissued com- 
mon shares, $5 par value, pursuant to its Dividend 
Reinvestment and Common Share Purchase Plan 
adopted in 1974, as amended (‘Plan’). As of April 
15, 1979, Northeast had issued and sold 
3,999,275 of its authorized common shares pur- 
suant to the Plan. 


Northeast now proposes to issue and sell from 
time to time up to June 30, 1981 the 725 shares 
remaining from the 4,000,000 shares previously 
authorized, plus a maximum of 3,000,000 addi- 
tional authorized but unissued shares (the ‘“Addi- 
tional Common Shares’). The purchase price for 
the 725 shares remaining from those previously 
authorized and for the Additional Common Shares 
will be the average of the closing sales price for 
common shares as reported by the Wall Street 
Journal as Composite Transactions during the five 
trading days immediately preceding the second 
day of each month (‘Investment Date’). 


As of April 15, 1979, the proceeds from the sale of 
the 3,999,275 shares sold pursuant to the Plan 
(approximately $40,000,000) have been applied to 
the repayment of short-term borrowings incurred 
for capital contributions or advances to Northeast’s 
subsidiaries to finance the cost of the continuing 
construction program of Northeast Utilities system. 
The proceeds from the sale of the balance of the 
shares pursuant to the revised Plan (estimated at 
approximately $18,000,000, assuming all of the 
remaining 3,000,725 Additional Common Shares 
are sold at a price of $9 per share) will be added to 
the general funds of Northeast and will be used to 
make loans or capital contributions to Northeast’s 
subsidiaries and to repay Northeast’s short term 
indebtedness. 


The Plan as amended, has been revised to (a) add 
features which will replace the present Northeast 
Utilities System Employee Stock Purchase Plan 
adopted in 1966 which has heretofore enabled 
employees to purchase shares of the Company in 


the open market throught Advest Co.; and (b) to 
provide for optional cash purchases of shares on a 
monthly basis. Effective July 23, 1979 the Advest 
program will be terminated and all employees par- 
ticipating in that program will be automatically 
transferred to the Plan. Shares currently held by 
Advest will also be transferred to the Plan. 


A statement of the fees, commissions and ex- 
penses to be incurred in connection with the pro- 
posed transaction will be filed by amendment. It is 
stated that no state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 20, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his request, the reasons for 
such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon the applicant-declarant at the 
above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the application-declaration, as 
amended or as it may be further amended, may be 
granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regula- 
tins promulgated under the Act, or the Commission 
may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices or orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21065/May 29, 1979 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
Pittsburgh, Pennsylvania 


THE PEOPLES NATURAL GAS COMPANY 
Pittsburgh, Pennsylvania 


(70-6268) 


ORDER AUTHORIZING GAS UTILITY SUB- 
SIDIARY OF A REGISTERED PUBLIC UTILITY 
HOLDING COMPANY TO ACQUIRE AND MERGE 
WITH A NONAFFILIATED GAS UTILITY COM- 
PANY 


Consolidated Natural Gas Company (‘‘Consoli- 
dated”), a registered holding company, and The 
Peoples Natural Gas Company (‘Peoples’), a 
wholly owned gas utility subsidiary of Consoli- 
dated’s, have filed an application-declaration and 
amendments thereto with this Commission pur- 
suant to Sections 6(a), 7, 9, 10, and 12 of the Pub- 
lic Utility Holding Company Act of 1935 (‘‘Act’’) and 
Rules 43 and 50 promulated thereunder regarding 
the proposed transaction. 


Cosolidated is engaged solely in the business of 
owning and holding all of the outstanding securi- 
ties, with the exception of long-term debt totaling 
$3,905,000 at September 30, 1978, of eight com- 
panies engaged in the natural gas business, a coal 
company, a research company and a subsidiary 
service company. 


Peoples, a Pennsylvania corporation, owns and 
operates a distribution system that serves more 
than 307,000 residential, commercial and indus- 
trial customers in Pittsburgh, Altoona, Johnstown 
and other communities in Western Pennsylvania. 


Saxonburg Heat and Light Company (‘‘Saxon- 
burg’), a Pennsylvania corporation and non- 
affiliated company, is, like Peoples, a “gas utility 
company” within the meaning of Section 2(a)(4) of 
the Act. Saxonburg owns and operates a natural 
gas distribution system consisting of some 79 
miles of pipeline. In 1977, it sold approximately 
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400,000 Mcf of gas to some 1,758 residential, 
commercial and industrial customers in Butler 
County and a small corner of Armstrong County, in 
Western Pennsylvania. Saxonburg’s and Peoples’ 
service areas are contiguous, and their respective 
pipelines intersect in several locations. 


Saxonburg purchases gas from T.W. Phillips Gas 
Company, a natural gas producer with a utility 
sevice area just north of Saxonburg’s, from 
Louden Properties and from area independent 
producers. Saxonburg also produces a small 
quantity of gas from twenty-nine wells which it 
owns and operates or in which it has an interest. 
Its supply contract with Phillips is terminable at will 
and that with Louden expires on January 26, 1980. 


Consolidated and Peoples expect shortly to enter 
into an Agreement and Plan of Reorganization 
(“Plan”) with Saxonburg. As of the same date, 
Peoples and Saxonburg will enter into a Plan and 
Agreement and Merger (“Merger Agreement’). 
The Plan will be signed by each of Saxonburg’s 
eleven stockholders, thereby signaling their 
unanimous approval of the proposed transactions. 
Under the terms of the Plan and the Merger 
Agreement, subject to prerequisite rulings and 
regulatory approvals, Saxonburg will be acquired 
and merged into Peoples, the surviving corpora- 
tion, in a tax-free reorganization. 


Pursuant to the Plan and the Merger Agreement, 
Consolidated will deliver to Peoples such number 
of shares of its authorizeed but unissued common 
stock as shall, in the aggregate, equal $400,000. 
Peoples, in turn, will: (i) deliver such shares to the 
Saxonburg stockholders in exchange for their 
shares of Saxonburg common stock, the sole class 
of Saxonburg stock outstanding, which will be 
cancelled, and (ii) deliver to Consolidated 4,000 
shares of its own common stock, $100 par value, 
in consideration for the Consolidated stock. The 
number of shares of Consolidated stock to be de- 
livered will be determined by the per share closing 
price of said Stock on the New York Stock Ex- 
change Consolidated Tape at the close of busi- 
ness on the 15th business day prior to the closing 
date specified in the Plan, which will be the later of 
April 3, 1979 or the 15th business day after the 
day on which all necessary regulatory approvals 
shall have been issued and become final. Based 
on the closing price per share of Consolidated 
common stock on February 2, 1979 (38-%), Con- 
solidated would be required to deliver 10,423.45 





shares. No fractional shares will be issued, and 
adjustment for any fractional shares will be made 
in cash. Simultaneous with the delivery of the 
Consolidated stock, Saxonburg will be merged into 
Peoples, Peoples being the surviving corporation. 


It is stated that the Saxonburg operating area has 
a considerable growth potential. Such growth will, 
in turn, necessitate substantial capital investment. 
Thus, the merger of Saxonburg into Peoples will 
open to Saxonburg’s customers the considerable 
financial resources of the Consolidated System, 
together with Peoples’ personnel who are already 
familiar with Saxonburg’s operations inasmuch as 
both companies serve the same geographic and 
economic area. In addition, Saxonburg’s custom- 
ers will benefit from the Consolidated System's 
extensive storage facilities, as well as programs 
for pipeline safety and quality control. Continued 
local management will be assured, as Peoples al- 
ready maintains a division office within a few miles 
of Saxonburg. Economies will be achieved through 
the elimination of the Saxonburg offices and coor- 
dination of operations with Peoples’. The Saxon- 
burg and Peoples pipeline systems, as noted 
above, intersect in several locations, and intercon- 
nections can be accomplished at minimal cost. 


Saxonburg currently has seven full-time employ- 
ees who will be offered employment with Peoples’ 
and enjoy the same benefits and salary scale as 
Peoples’ employees. 


The price was determined by arm’s-length negoti- 
ation between Peoples and Saxonburg and is 
based on a consideration of, among other factors, 
book value and present conditions of the prop- 
erties and the anticipated revenues of these prop- 
erties. Peoples proposes to record the acquisition 
on its books at the underlying book value recorded 
by Saxonburg at the date of acquisition. The un- 
derlying book value of the outstanding common 
shares of Saxonburg as of December 31, 1978, 
amounted to $458,000. 


Section 10(c)(2) of the Act requires that the pro- 
posed acquisition will serve the public interest by 
tending towards the economical and efficient de- 
velopment of an integrated public utility system. It 
is found that the proposed acquisition meets such 
standard in view of the proximity of the Peoples 
and Saxonburg systems and the ease of intercon- 


& nection between the systems. 


It is found that the proposed exchange of 
$400,000 of Consolidated common stock for all the 
outstanding shares of Saxonburg is reasonable 
and bears a fair relationship to the earning capac- 
ity of the Saxonburg system and that the terms of 
the exchange are not detrimental to the public 
interest or the interests of the investors or con- 
sumers of Consolidated, Peoples or Saxonburg. It 
is further found that no adverse findings must be 
made under Section 10 with respect to the pro- 
posed acquisition. 


The fees, commissions and expenses to be in- 
curred by Consolidated in connection with the pro- 
posed transaction are estimated at $11,350, in- 
cluding a $7,500 service charge of Consolidated 
Natural Gas Service Company for services per- 
formed at cost. The fees, commissions and ex- 
penses to be incurred by Peoples in connection 
with the proposed transaction are estimated at 
$15,100, including legal fees of $15,000. The 
Pennsylvania Public Utility Commission has au- 
thorized the merger of Saxonburg into Peoples, 
the issuance of Peoples’ common stock to Saxon- 
burg and Peoples’ takeover of gas service to con- 
sumers in the areas presently chartered and 
franchised to Saxonburg. It is stated that no other 
state or federal commission, other than this Com- 
mission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21000), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and per- 
mitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21066/May 30, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-6311) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF NOTES BY HOLDING COMPANY, SALE OF 
NOTES AND BONDS BY SUBSIDIARIES AND 
PLEDGES AND GUARANTEES IN CONNECTION 
THEREWITH 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (“GPU”), a registered holding 
company, and its electric utility subsidiaries Jersey 
Central Power & Light Company (‘Jersey Cen- 
tral”), Metropolitan Edison Company (‘Met-Ed’”) 
and Pennsylvania Electric Company (‘‘Penelec’’), 
have filed with this Commission an application- 
declaration and amendments thereto pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a), 6(b), 7, 9(a), 
10, 12(b) and 12(d) of the Act and Rules 44, 45, 
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50(a)(2) and 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All in- 
terested persons are referred to the amended 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


Applicants-declarants request authorization to 
issue, sell and renew promissory notes (‘‘Notes’) 
having a maturity of not more than six months from 
date of issue, from time to time beginning with the 
date of any order issued in connection with this 
filing and ending on September 30, 1981, pursuant 
to a loan agreement to be entered into between 
them and certain banks (the “Loan Agreement’). 
The aggregate amount of indebtedness outstand- 
ing for all borrowers at any one time evidenced by 
the Notes shall not exceed $500,000,000. The 
maximum amount of indebtedness outstanding at 
any one time evidenced by the Notes by GPU, 
Jersey Central, Met-Ed, and Penelec individually, 
when added to borrowings effectuated by each 
pursuant to authority granted in File Nos. 70-6099, 
70-6098, 70-6283 and 70-5987, respectively, shall 
not exceed the following: GPU, $150,000,000; 
Jersey Central, the lesser of $140,000,000 or the 
limit imposed by its charter; Met-Ed, the lesser of 
$90,000,000 or the limit imposed by its charter; 
and Penelec, the lesser of $116,000,000 or the 
limit imposed by its charter. 


The proposed borrowings shall be subject to cer- 
tain conditions precedent, shall be prepayable 
without penalty in multiples of $5,000,000 and may 
be accelerated in certain events. The Notes wil 
bear interest at a rate per annum ranging from 
105% to 111% of the higher of (i) Citibank’s base 
rate or (ii) one-half of one percent above the 
three-week moving average of offering rates for 
three-month certificates of deposit of major banks, 
depending upon the amount of each borrower's 
outstanding indebtedness. There are no compen- 
sating balance requirements. A commitment fee of 
one-half of our percent per annum, as well as an 
agent’s fee to cover administrative and other 
costs, are to be paid in connection with the bor- 
rowings. 


GPU will be required to unconditionally guarantee 
the indebtedness of Jersey Central, Met-Ed and 
Penelec evidenced by the Notes. In addition it may 
be necessary for GPU to secure its Notes and its 
guarantees of its subsidiaries’ Notes by a pledge 
of the common stock of Jersey Central, Met-Ed, 





Penelec and GPU Service Corporation (a service 
company subsidiary of GPU). GPU requests an 
exemption from the competitive bidding require- 
ments of Rule 50 for such pledge pursuant to Rule 
50(a)(5). 


Jersey Central also request authority (i) to issue 
and sell for cash to the banks participating in the 
Loan Agreement (the ‘‘Banks’’) up to 
$100,000,000 principal amount of its first 
mortgage bonds (‘Jersey Central Bonds”), any 
such sales being a part of the Banks’ loans to Jer- 
sey Central under the Loan Agreement and not 
loans in addition thereto; or (ii) to issue and pledge 
the Jersey Central Bonds to the Banks as security 
for their loans to Jersey Central under the Loan 
Agreement. The Jersey Central Bonds will mature 
on or before July 1, 1986, and will be issued pur- 
suant to the indenture between it and Citibank, 
N.A., Trustee, as heretofore supplemented and 
amended and as to be further supplemented and 
amended. Other terms of the Jersey Central 
Bonds wil be supplied by amendment. Jersey 
Central claims exemption from the competitive 
bidding requirements of Rule 50 promulgated 
under the Act for its issuance and sale or issuance 
and pledge of the Jersey Central Bonds pursuant 
to Rule 50(a)(2). 


Met-Ed also requests authority (i) to issue and sell 
for cash to the Banks up to $100,000,000 principal 
amount of its first mortgage bonds (‘‘Met-Ed 
Bonds’’), any such sales being a part of the Banks’ 
loans to Met-Ed under the Loan Agreement and 
not loans in addition thereto; or (ii) to issue and 
pledge the Met-Ed Bonds to the Banks as security 
for their loans to Met-Ed under the Loan Agree- 
ment. The Met-Ed Bonds will mature on or before 
July 1, 1986, and will be issued pursuant to the 
indenture between it and Morgan Guaranty Trust 
Company of New York, Trustee, as heretofore 
supplemented and amended and as to be further 
supplemented and amended. Other terms of the 
Met-Ed Bonds will be supplied by amendment. 
Met-Ed claims exemption from the competitive 
bidding requirements of Rule 50 promulgated 
under the Act for its issuance and sale or issuance 
and pledge of the Met-Ed Bonds pursuant to Rule 
50(a)(2). 


Penelec also requests authority (i) to issue and 
sell for cash to the Banks up to $100,000,000 prin- 
cipal amount of its first mortgage bonds (‘‘Penelec 
Bonds’), any such sales being a part of the Banks’ 


loans to Penelec under the Loan Agreement and 
not loans in addition thereto; or (ii) to issue and 
pledge the Penelec Bonds to the Banks as security 
for their loans to Penelec under the Loan Agree- 
ment. The Penelec Bonds will mature on or before 
July 1, 1986, and will be issued pursuant to the 
indenture between it and Bankers Trust Company, 
Trustee, as heretofore supplemented and 
amended and as to be further supplemented and 
amended. Other terms of the Penelec Bonds will 
be supplied by amendment. Penelec claims 
exemption from the competitive bidding require- 
ments of Rule 50 promulgated under the Act for its 
issuance and sale or issuance and pledge of the 
Penelec Bonds pursuant to Rule 50(a)(2). 


The net proceeds from the sales of the Notes (and 
bonds of the subsidiaries, if issued and sold) will 
be used (i) by GPU for additional investments in its 
electric utility subsidiaries, to reimburse its treas- 
ury for such investments therefore made and/or to 
pay notes the proceeds of which were previously 
used for such purposes, and (ii) by Jersey Central, 
Met-Ed and Penelec to reimburse their respective 
treasuries for capital expenditures theretofore 
made, for working capital and for other corporate 
requirements of each. 


The occasion for the above-described financing 
authorization is the March 28, 1979, nuclear acci- 
dent at Unit No. 2 of the Three Mile Island 
generating station (“TMI-2”), in which unit Met-Ed 
owns a 50% undivided interest and Jersey Central 
and Penelec each own a 25% undivided interest. 
Expenditures connected with TMI-2 and the pur- 
chase of replacement energy will subject the GPU 
system to a serious cash drain for an indetermina- 
ble period. 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions will be 
supplied by amendment. It is stated that the Board 
of Public Utilities of the State of New Jersey has 
jurisdiction over Jersey Central’s proposed is- 
suance and sale of Notes and Jersey Central 
Bonds and that the Pennsylvania Public Utilities 
Commission has jurisdiction over Met-Ed’s and 
Penelec’s proposed issuance and sale of Notes 
and Met-Ed Bonds and Penelec Bonds, respec- 
tively. No other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 12, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application-declaration, as amended, 
which he desires to controvert; or he may request 
that he be notified if the Commission should order 
a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by 
mail upon the applicants-declarants at the above- 
stated addresses, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date the application-declaration, as amended 
or as it may be further amended, may be granted 
and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission 
may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21067/May 30, 1979 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
2700 One Main Place 
Dallas, Texas 75250 


CENTRAL POWER AND LIGHT COMPANY 
P. O. Box 2121 
Corpus Christi, Texas 78403 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
P. O. Box 201 
Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC 
POWER COMPANY 

P. O. Box 21106 

Shreveport, Louisiana 71156 


(70-6314) 


NOTICE OF PROPOSED CAPITAL CONTRIBU- 
TIONS BY HOLDING COMPANY TO ITS SUB- 
SIDIARIES 


NOTICE IS HEREBY GIVEN that Central and 
South West Corporation (“CSW”), a registered 
holding company, and Central Power and Light 
Company (“CPL”), Public Service Company of 
Oklahoma (“PSO”), and Southwestern Electric 
Power Company (“SWEPCO”) each of which is an 
electric utility subsidiary of CSW, have filed an 
application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 
1935 (“Act”) designating Sections 6(a), 7, 9, 10, 
and 12(f) of the Act and Rules 43 and 45 promul- 
gated thereunder as applicable to the proposed 
transactions. All interested persons are referred to 
the application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


CSW proposes to make capital contributions ag- 
gregating $45,000,000 to PSO, $25,000,000 to 
CPL, and $20,000,000 to SWEPCO from time to 
time prior to October 1, 1979. In each case, the 
amounts of the capital contribution will be added to 
the respective subsidiary’s common stock account 
and will be used to pay its 1979 construction ex- 
penditures or short-term debt incurred or to be in- 
curred in connection therewith. It is estimated that 
short-term debt outstanding for each of the re- 
spective subsidiaries as of June 18, 1979, a pro- 
posed date for the capital contributions, will be: 
CPL-$45,000,000, PSO-$55,000,000, and 
SWEPCO-$56,000,000. 


Capital expenditures (excluding allowance for 
funds used during construction) anticipated for 
CPL, PSO and SWEPCO for 1979 are as follows: 





CPL 


$172,071 
22,665 
2h ,833 
15,238 


Distribution end Other ... 

Nuclear Fuel Payments . 

Fuel Exploration & 
Development . 


None of the proceeds of any of the capital contri- 
butions nor any of the borrowings retired thereby 
shall be used to pay the cost of facilities (‘“inter- 
connection facilities”) which would not be needed 
to provide service to customers of any of the 
operating companies if such operating company 
were not part of the CSW System, nor will any ex- 
penditures be made by any of the operating com- 
panies for the construction or acquisition of any 
facility not so needed prior to the time all funds 
covered by this application-declaration have been 
expended. For the purposes of foregoing repre- 
sentation, there is included within the meaning of 
the term “inter-connection facilities” all facilities, 
construction or acquisition of which is or would be 
part of any proposal for synchronous interstate 
operation of the CSW System forming the subject 
of the proceedings in Central and South West 
Corporation, et al. (Admin. Proc. File No. 3-4951) 
which would not also be required for the continua- 
tion of dissynchronous interstate/intrastate opera- 
tion in the mode presently prevailing in the Central 
and South West System. 


It is stated that no state commission, and no fed- 
eral commission, other than this Commission, has 
jurisdiction over the proposed transactions. The 
fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,550, including legal fees of $500. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 25, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 


10,131 


$234,938 


PSO 
(thous. ) 


$171,000 

18,000 

25,000 
athe 


28 ,000 


$2h2 000 


Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated addresses and 
proof of service (by affidavit or, in case of an attor- 
ney at law, by certificate) should be filed with the 
request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21068/May 31, 1979 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
120 North Chaparral Street 
Corpus Christi, Texas 78401 
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(70-6318) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF PREFERRED STOCK AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Central Power 
and Light Company (“CPL”), an electric utility 
subsidiary of Central and South West Corporation 
(“CSW”), a registered holding company, has filed 
with this Commission a declaration pursuant to the 
Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a) and 7 of the Act 
and Rule 50 promulgated-thereunder as applicable 
to the proposed transaction. All interested persons 
are referred to the declaration, which is sum- 
marized below, for a complete statement of the 
proposed transaction. 


CPL proposes to issue and sell at competitive bid- 
ding up to 500,000 shares of its preferred stock 
(“Preferred Stock”), par value $100 per share. The 
dividend rate (which shall be a multiple of .04% of 
the par value) and the price to be paid to CPL for 
the Preferred Stock (which shall not be less than 
$100 nor more than $102.75 per share, with divi- 
dends to accrue from date of issuance) will be 
determined by competitive bidding. No shares of 
the Preferred Stock may be redeemed prior to 
June 1, 1984, if such redemption is for the purpose 
of refunding them through the use, directly or indi- 
rectly, of funds obtained through the issuance of 
other preferred stock or the incurrence of debt 
having a lower effective dividend or interest cost 
than the effective dividend cost of the Preferred 
Stock. 


The net proceeds from the sale of the Preferred 
Stock will be used by CPL to repay in full its 
short-term debt, which is expected to aggregate 
approximately $40,000,000 at the date of sale, and 
to pay costs of its construction program. CPL’s 
construction and fuel exploration and development 
expenditures (including allowance for funds used 
during construction) for the years 1979, 1980 and 
1981 are estimated at $234,938,000, 
$219,618,000 and $209,323,000, respectively. 


None of the proceeds from sale of the Preferred 
Stock shall be utilized to pay the cost of facilities 
which would not be needed to provide service to 
customers of CPL if CPL were not part of the CSW 
System, nor will any expenditures be made by 
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CPL for the construction or acquisition of any facil- 
ity not so needed prior to the time all funds cov- 
ered by this declaration have been expended. For 
the purpose of the foregoing representation, there 
are included within the meaning of the term 
facilities all facilities, the construction or acquisi- 
tion of which are or would be part of any proposal 
for synchronous interstate operation of the CSW 
System forming the subject of the proceedings in 
Central and South West Corporation, et al. 
(Admin. Proc. File No. 3-4951), which would not 
also be required for the continuation of dissyn- 
chronous interstate/intrastate operation in the 
mode presently prevailing in the CSW System. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$75,000, including printing expenses of $16,500, 
rating agency fees of $10,000 and legal fees of 
$19,000. The fees and expenses of counsel to the 
underwriters, to be paid by the successful bidders, 
are estimated at $19,500. It is stated that no state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 25, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said declaration which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Se- 
curities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be 
served personally or by mail upon the declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 





For the Commission, by the Division of Corporate 
& Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21069/May 31, 1979 


In the Matter of 


PIEDMONT-FORREST CORPORATION 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30302 


(70-6310) 


NOTICE OF PROPOSED TRANSACTIONS RE- 
LATED TO CONSTRUCTION OF NEW OFFICE 
BUILDING COMPLEX 


NOTICE IS HEREBY GIVEN that Piedmont- 
Forrest Corporation (‘‘Property Company), a 
wholly-owned subsidiary of Georgia Power Com- 
pany (‘Georgia’), which, itself, is a wholly-owned 
electric utility subsidiary of The Southern Com- 
pany, a registered holding company, has filed an 
application with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 9(a) and 10 of the 
Act as applicable to the following proposed trans- 
actions. All interested persons are referred to the 
application, which is summarized below, for a 
complete statement of the proposed transactions. 


Property Company is engaged in the acquisition, 
ownership, maintenance, and disposition of prop- 
erty in connection with and incidental to the utility 
operations of Georgia. In order to provide for the 
construction of a new office building complex 
(“Improvements”’) for Georgia in the Bedford-Pine 
Urban Redevelopment Area (‘‘Area’’) of downtown 
Atlanta, Georgia (see File No. 70-6135), Property 
Company proposes to enter into a Construction 
Loan Commitment pursuant to which Property 
Company will be committed to make a construction 
loan (‘Construction Loan’’) in a currently esti- 


mated amount of $57,019,340, to One Atlanta As- 
sociates, a special-purpose limited partnership 
(“Improvements Owner’), which is to own the Im- 
provements and lease them to Georgia under a 
long-term net lease (“Prime Lease’). Improve- 
ments Owner will use the proceeds of such loan to 
purchase the partially completed Improvements 
from Property Company and complete construc- 
tion thereof. In exchange for the Construction 
Loan, Property Company proposes to acquire a 
note (“Construction Note’) from Improvements 
Owner to evidence the indebtedness under the 
Construction Loan. 


The Construction Loan will comprise 98% of the 
presently budgeted cost ($58,183,000) of con- 
structing the Improvements, the remaining 2% to 
be contributed by the Improvements Owner as 
disbursements are made for construction. The 
principal amount of the Construction Loan is sub- 
ject to increase or decrease by a maximum of 5% 
but will not exceed $59,870,307. Disbursements 
will be made by Property Company from time to 
time as needed and as requested by the borrower 
until substantial completion of the Improvements, 
presently expected to be on or before November 1, 
1980, but not later than March 31, 1981. The Con- 
struction Loan will bear interest at a variable rate 
equal to the greater of the cost of money to Prop- 
erty Company or 9.75% per annum, payable as 
each disbursement is made thereunder, each such 
disbursement to include an amount equal to 98% 
of each such interest payment. 


The Construction Note will be without recourse 
against Improvements Owner and will be secured 
by a first priority lien and security title in the Im- 
provements, express assignments of the Im- 
provements Owner's positions as lessee under a 
Ground Lease and as lessor under the Prime 
Lease, and a collateral assignment to Property 
Company of certain construction and architectural 
contracts. No payment of principal will be required 
under the Construction Note during the period of 
construction. 


Pursuant to Commission authorization (see File 
No. 70-6135), Georgia will make advances from 
time to time as needed to Property Company to 
enable it to fund the Construction Loan. The 
Trustees of the General Electric Pension Trust 
(“GEPT”) have issued a commitment to provide 
permanent financing for the Improvements by pur- 
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chasing the Construction Note upon the earlier of 
substantial completion of the Improvements or 
March 1, 1981, at which time the Property Com- 
pany will repay such advances to Georgia. 


The proposed Construction Loan and acquisition 
of the Construction Note are part of a con- 
templated overall series of transactions to provide 
for the construction, financing, sale and leaseback 
of the Improvements, the real property (approxi- 
mately 5.67 acres) which comprises the building 
site, and certain rights with respect to parking and 
other facilities (such real property and such rights 
are hereinafter collectively referred to as the 
“Land’’). Such contemplated transactions are out- 
lined in a “Letter Agreement” with attached “New 
Outline”, dated April 17, 1979, among Georgia, 
Property Company, and Winthrop Financial Com- 
pany, Inc. (acting on behalf of itself, GEPT, R.H. 
Cushman Associates, Inc., Damon Raike & Com- 
pany and Wells Fargo Mortgage Company, all of 
which are hereinafter collectively referred to as the 
“Winthrop Group”). 


The Letter Agreement and New Outline con- 
template that on or before August 31, 1979 (‘First 
Closing’), Property Company will grant an option 
to Improvements Owner to purchase the Land 
(“Land Option’) for $8,600,000 (‘‘Land Cost’), 
which represents Property Company’s cost for the 
Land. On or before the First Closing, Improve- 
ments Owner will assign the Land Option to GEPT 
which, at the First Closing, will exercise the Land 
Option and purchase the Land from Property 
Company. Simultaneously, GEPT will enter into a 
“Ground Lease” with Improvements Owner pur- 
suant to which the Improvements Owner will lease 
the Land. The Ground Lease will have an initial 
term of forty years at an annual rental of 9.75% 
per annum of the Land Cost, three renewal terms 
of ten years each at an annual rental of 14.625% 
per annum of the Land Cost, and one renewal term 
of twenty-five years at an annual rental of 14.625% 
per annum of the greater of the Land Cost or the 
then appraised fair market value of the Land. 


Also, at the First Closing, GEPT will enter into a 
“Buy-Sell Agreement” with Property Company, 
Georgia, and Improvements Owner, which will be 
a binding obligation on the part of GEPT to pur- 
chase the Construction Note from Property Com- 
pany, in the amount of the Construction Loan, 
upon the earlier of substantial completion of the 
Improvements or March 1, 1981. 
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At the First Closing, Georgia will enter into the 
Prime Lease with Improvements Owner pursuant 
to which Georgia will lease the Improvements and 
sublease the Land. The Prime Lease will have an 
initial term of forty years with three renewal terms 
of ten years each. Base rent payments under the 
Prime Lease will commence upon substantial 
completion of construction of the Improvements 
and issuance of certain certificates of completion 
or March 1, 1981, whichever is earlier, provided 
that Improvements Owner is not in material default 
under the Construction Loan. During the initial 
term of the Prime Lease, base rent will be a func- 
tion of the “Completion Cost” which is defined as 
the total of the amount budgeted at the First Clos- 
ing for construction of the Improvements (subject 
to a variance, plus or minus, of 5%) and Land 
Cost. Completion Cost is currently estimated to be 
$66,783,000. 


The base rent will be calculated over the entire 
forty-year initial term to a rent cost constant to 
Georgia of 8.27% per annum of Completion Cost. 
In the early years of the initial term, base rent 
payments will be substantially smaller than in the 
later years of such term and will be payable 
monthly in arrears, with each installment to be in 
an amount equal to 1/12 of : (i) 1.269271% of 
Completion Cost (exclusive of Land Cost) and 
9.75% of Land Cost during the first three years of 
the initial term; (ii) 5.559641% of Completion Cost 
(exclusive of Land Cost) and 9.75% of Land Cost 
during the fourth year of the initial term; (iii) 
6.75000% of Completion Cost (exclusive of Land 
Cost) and 9.75% of Land Cost during the fifth and 
sixth years of the initial term; (iv) 12.122259% of 
Completion Cost (exclusive of Land Cost) and 
9.75% of Land Cost during the next fourteen years 
of the initial term; and (v) 14.15159% of Comple- 
tion Cost (exclusive of Land Cost) and 9.75% of 
Land Cost for the balance of the initial term. Based 
on the above percentages, it is estimated that the 
annual rental cost to Georgia during the initial term 
will be as follows: $100,000 for year 1-3; 
$4,073,266 for year 4; $4,765,853 for year 5-6; 
$7,891,594 for year 7-20; and $9,072,320 for year 
21-40. During any renewal term of the Prime 
Lease, annual base rent will be 7.5% of Comple- 
tion Cost. 


The Prime Lease will be absolutely net, and Geor- 
gia will be required to pay the base rent without 
offset or diminution and will be responsible for all 
costs and expenses associated with the use and 





occupancy of the Improvements and Land. In the 
event that the amount required to complete con- 
struction of the Improvements exceeds the 
maximum Completion Cost contemplated by the 
documents ($61,092,150, exclusive of Land Cost), 
Georgia will thereupon be required to take pos- 
session of the Improvements and complete con- 
struction thereof, with such additional expendi- 
tures to be at Georgia’s own expense and for its 
own account. Under the Prime Lease, it is con- 
templated that Georgia will be treated as the pur- 
chaser of “new Section 38 property” pursuant to 
Internal Revenue Code Section 48(d) in order that 
the investment tax credit be available to Georgia. 


At all times during the initial term and any renewal 
term of the Prime Lease, Georgia will have a right 
of first refusal to purchase the Land and/or the Im- 
provements. At the end of the initial term of the 
Prime Lease or any renewal term, Georgia will 
have the right to purchase the Land and Improve- 
ments at their then appraised fair market value. If 
at any time during or after the twentieth year of the 
Prime Lease, Georgia is required by regulatory 
authorities to account for the Prime Lease for 
ratemaking purposes in a manner adverse to 
Georgia's ability to take lease costs into account in 
its asset or expense base, Georgia will have the 
continuing right to offer to purchase the Improve- 
ments. 


The application states that Georgia distributed bid 
request for both mortgage debt and sale/ 
leaseback financing proposals to twenty-nine 
major real estate lenders and approximately fifty 
financial intermediaries, that it received over forty 
responses, and that after analyzing such re- 
sponses (with lowest effective interest cost being 
the primary consideration) Georgia determined 
that the proposal submitted by the Winthrop Group 
was the most attractive. Georgia estimates that the 
effective interest cost of the Prime Lease will be 
8.27% per annum and that the effective interest 
cost of the next-most-attractive proposal would 
have been 8.76% per annum. 


On December 12, 1978, Georgia applied to the 
Georgia Public Service Commission (““GPSC’’) for 
authority to enter into the Prime Lease and to ac- 
count for the Prime Lease for retail ratemaking 
purposes by capitalizing it in accordance with Fi- 
nancial Accounting Standards Board Statement 
No. 13 and expensing interest and depreciation 
expenses as they accrue, which would be on a 


levelized basis throughout the term of the Prime 
Lease, rather than on the staggered basis that the 
actual lease payments will be made. After hear- 
ings, GPSC authorized Georgia, by order effective 
February 23, 1979, to enter into the Prime Lease, 
but ordered that for such ratemaking purposes, 
Georgia should not capitalize the Prime Lease and 
should charge to expense the actual lease pay- 
ments. Over the initial term of the Prime Lease, 
Georgia will expense the entire amount of lease 
payments to be made during such term to lease 
expense. 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are to be filed 
by amendment. It is stated that Property Com- 
pany’s issuance of the Construction Loan and ac- 
quisition of the Construction Note are not subject 
to the jurisdiction of any state or federal commis- 
sion other than this Commission; that Georgia's 
entry into the Prime Lease may be subject to the 
jurisdiction of the Georgia Public Service Commis- 
sion, and that the Land Owner and Improvements 
Owner will require the approval of the Housing 
Authority of the City of Atlanta and its governing 
authority, the United States Department of Hous- 
ing and Urban Development, as “redevelopers”’ in 
order to effect the proposed transactions. It is rep- 
resented that no other state or federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 26, 1979, request 
in writing that a hearing be held on such matter 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the applicant at the 
above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the application, as filed or as it 
may be amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission 
may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
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request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices or orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21070/May 31, 1979 


In the Matter of 


NEW ENGLAND POWER COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 

Westborough, Mass. 01581 


(70-6317) 


NOTICE OF PROPOSED CAPITAL CONTRIBU- 
TION BY HOLDING COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, and New England Power Company 
(“NEPCO”’), one of NEES’ electric utility sub- 
sidiary companies, have filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
designating Sections 9(a), 10 and 12 of the Act 
and Rules 42(a) and 45 promulgated thereunder 
as applicable to the proposed transaction. All in- 
terested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


NEES proposes to make a capital contribution to 
NEPCO of $20,000,000. NEPCO will use such 
contribution towards the payment of a like amount 
of its short-term promissory notes issued to pay for 
capitalizable expenditures, or to reimburse the 
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treasury therefor. As of March 31, 1979, NEPCO 
has no outstanding short-term indebtedness, but it 
is anticipated that at the time of the proposed cap- 
ital contribution, such indebtedness will aggregate 
$37,000,000. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$2,500, including $500 of incidental services to be 
performed at cost by New England Power Service 
Company, an affiliate of NEES. It is stated that no 
state commission, and no Federal commission, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 26, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated address and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application- 
declaration, as filed or as it may be amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21071/May 31, 1979 


In the Matter of 


CENTRAL AND SOUTH WEST FUELS, INC. 
Golden, Colorado 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


SOUTHWESTERN ELECTRIC POWER COM- 
PANY 
Shreveport, Louisiana 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-6235) 


SUPPLEMENTAL ORDER AUTHORIZING FUEL 
EXPLORATION AND DEVELOPMENT BUDGETS 


Central Power and Light Company (‘CPL’), Public 
Service Company of Oklahoma (“PSO”), South- 
western Electric Power Company (“SWEPCO”) 
and West Texas Utilities Company (‘““WTU”), each 
an electric utility subsidiary of Central and South 
West Corporation (“CSW”), a registered holding 
company, together with Central and South West 
Fuels, Inc. (“CSWF”), a fuel subsidiary of CPL, 
PSO, SWEPCO and WTU, and Ash Creek Mining 
Company (‘Ash Creek’’), a mining subsidiary of 
PSO, have filed with this Commission post- 
effective amendments to their application- 
declaration previously filed and amended in this 
matter pursuant to Sections 9(a), 10, 12 and 13 of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 90-95 promulgated thereunder 
concerning the following matters. 


By orders dated December 28, 1978, March 30, 
1979, and May 11, 1979 (HCAR Nos. 20864, 
20983 and 21046), applicants-declarants have 
been authorized fuel exploration and development 
budgets through the period ending May 31, 1979, 
in the following amounts: CSWF Coal, $1,700,000; 


CSWF Lignite, $7,429,000; CSWF Uranium, 
$1,071,000; CSWF Administrative, $580,000; CPL 
Oil and Gas, $4,360,000; PSO Oil and Gas, 
$10,059,000; and SWEPCO Oil and Gas, 
$2,310,000. These authorized amounts are part of 
the following budget authorization, as revised, 
sought by applicants-declarants for the 15-month 
period ending March 31, 1980: 


CSWF 
CPL 

PSO 
SWEPCO 


$29,079,600 
11,173,000 
30,839,000 
5,426,000 


The CSWF $29,079,600 budget authorization is 
composed as follows: Coal Projects, $4,189,000, 
Lignite Projects, $18,662,000; Uranium Projects, 
$2,017,000; Administrative expenditures, 
$1,568,000; and Contingency margin, $2,643,000 
(a sum representing 10% of the total other budg- 
eted expenditures). The CPL, PSO and SWEPCO 
budget authorizations of $11,173,000, 
$30,839,000 and $5,426,000, respectively, are for 
oil and gas exploration and development activities 
to be conducted by them unilaterally or with non- 
affiliated entities. 


The record is incomplete with respect to the full 
authorizations, as revised, being sought for the 
15-month period ending March 31, 1980. 


The record is incomplete with respect to the fees 
and expenses to be incurred in connection with the 
revised fuel budgets. No state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the fuel budgets. 


Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisified and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendments, be granted and permitted to become 
effective in part: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that 
applicants-declarants be, and they hereby are, 
authorized fuel exploration and development 
budgets for the period June 1, 1979, through June 
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30, 1979, in the following individual amounts: 
CSWF Coal, $650,000; CSWF Lignite, $1,347,000; 
CSWF Uranium, $200,000; CSWF Administrative, 
$104,000; CPL Oil and Gas, $535,000; PSO Oil 
and Gas, $2,011,000; SWEPCO Oil and Gas, 
$971,000; subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, ex- 
cept that certificates thereunder shall be filed 
quarterly. 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to the fuel 
exploration and deveiopment budgets for the 
period July 1, 1979, through March 31, 1980, and 
with respect to the fees and expenses to be in- 
curred in connection with the revised budgets. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 527/May 25, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6071/May 25, 1979 





INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10709/May 24, 1979 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 677/May 24, 1979 
Administrative Proceeding File No. 3-5741 
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In the Matter of 


E. R. WHITE & CO. 
(File No. 801-8866) 


EVERETT R. WHITE 


ORDER INSTITUTING PROCEEDINGS AND 
FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


The Commission deems it appropriate that public 
proceedings be instituted with respect to E.R. 
WHITE & CO. (“ERW’”), a registered investment 
adviser, and EVERETT R. WHITE (“WHITE”) pur- 
suant to Sections 203(e) and 203(f) of the Invest- 
ment Advisers Act of 1940 (“Advisers Act’) and 
Section 9(b) of the Investment Company Act of 
1940 (“Investment Company Act’) to determine 
whether ERW and White have willfully violated and 
willfully aided and abetted violations of Section 
10(b) of the Securities Exchange Act of 1934 
(“Exchange Act’) and Rule 10b-5 thereunder and 
Section 204 of the Advisers Act and Rule 204-2 
thereunder and to determine whether White has 
willfully violated and willfully aided and abetted 
violations of Sections 30(a), (b) and (d), 31(a), 
34(b) and 37 of the Investment Company Act and 
Rules 30a-1, 30b1-1, 30d-1 and 31a-1 thereunder. 


After due consideration of the Offer of Settlement 
submitted by the Respondents in anticipation of 
these proceedings, the Commission has deter- 
mined that it is in the public interest to accept the 
offer, and accordingly 


IT IS ORDERED THAT such proceedings be, and 
they hereby are, instituted. 


I. 
FINDINGS 


A. The Commission's public official files disclose 
that: 


1. E.R. White & Co. (“ERW’”) is registered with the 
Commission as an investment adviser pursuant to 
Section 203 of the Advisers Act. 





Its registration was became effective November 3, 
1972. ERW is located in Unionville, Connecticut. 


2. Everett R. White (‘White’) was president and a 
director of the Integrated Growth Fund and is 
President, Treasurer, a director, and majority 
shareholder of ERW. White resides in West 
Hartford, Connecticut. 


3. Integrated Growth Fund (‘‘Fund’’) was regis- 
tered with the Commission as an open-end diver- 
sified investment company purusant to Section 8 
of the Investment Company Act. Its principal place 
of business was in Unionville, Connecticut. On 
July 12, 1978, the Commission issued an order 
that the Fund had ceased to be an investment 
company. 


B. On the basis of the Offer of Settlement, the 
Commission makes the following findings: 


1. During the period from November, 1973, to July, 
1978, ERW and White willfully violated and willi- 
fully aided and abetted violations of Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder in 
that ERW and White, by use of the means and in- 
strumentalities of interstate commerce and the 
mails, in connection with the purchase and sale of 
securities in the Fund’s portfolio and in connection 
with redemptions of shares in the Fund, directly 
and indirectly made untrue statements of material 
facts and omitted to state material facts necessary 
in order to make the statements made, in light of 
the circumstances under which they were made, 
not misleading, and engaged in transactions, acts, 
practices and a course of business which would 
and did operate as a fraud and deceit upon pur- 
chasers and sellers of such securities. As part of 
the aforementioned conduct and activities, said 
persons, among other things, would and did: 


a. redeem shares of the Fund based on 
false redemption values or at a time 
when the redemption values could not 
be calculated; 


b. sold securities from the Fund’s 
portfolio and diverted the proceeds 
therefrom to White’s own use; and 


c. traded certain securities for the Fund 
in contravention of the Fund’s invest- 
ment policy. 


2. During the period from November, 1973, to July, 
1978, White willfully aided and abetted violations 
of Sections 30(a), (b), and (d) of the Investment 
Company Act and Rules 30a-1, 30b1-1 and 30d-1 
thereunder in that the Fund, aided and abetted by 
White, failed to file with the Commission certain 
reports including annual reports on Form N-1R 
and quarterly reports on Form N-1Q, and failed to 
transmit to the Fund’s shareholders at least semi- 
annually reports containing certain information and 
financial statements. 


3. During the period from November, 1973 to July, 
1978, White willfully aided and abetted violations 
of Sections 31(a) and 34(b) of the Investment 
Company Act and Rule 31a-1 thereunder in that 
the Fund, aided and abetted by White, failed to 
make and keep current certain books and records 
including the general ledger, certain separate 
ledger accounts, a securities record, a record of 
options positions, trials balances in ledger ac- 
counts, a record of allocation of orders to broker- 
dealers and memoranda identifying persons au- 
thorizing securities trades; and maintained false 
information in the Fund’s records upon which re- 
demption calculations were based. 


4. During the period from November, 1973 to July, 
1978, White willfully violated Section 37 of the In- 
vestment Company Act in that White directly and 
indirectly through ERW, converted to his own use 
proceeds from sales of the Fund’s securities and 
other monies of the Fund. 


5. During the period from November, 1973 to July, 
1978, ERW willfully violated and White willfully 
aided and abetted violations of Section 204 of the 
Advisers Act and Rule 204-2 thereunder in that 
ERW, aided and abetted by White, failed to make 
and keep current certain books and records in- 
cluding the journal, and generally and auxiliary 
ledgers. 


REMEDIAL SANCTIONS 


In view of the foregoing, the Commission finds that 
it is in the public interest to impose the sanctions 
specified in the Offer of Settlement and accord- 
ingly, 
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IT IS ORDERED THAT: 


(1) The registration of E.R. White & Co. as an in- 
vestment adviser be and is hereby revoked; and 


(2) Everett R. White be and is hereby barred from 
being associated with any broker, dealer, invest- 
ment company, or investment adviser. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10710/May 25, 1979 


SEE 


SECURITIES EXCHANGE ACT OF 1933 
Release No. 6071/May 25, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10711/May 25, 1979 


In the Matter of 


IDS GROWTH TO MATURITY FUND, INC. 
1000 Roanoke Building 

Minneapolis, Minn. 55402 

(811-2852) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DE- 
CLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


On April 20, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10669) stating 
that IDS Growth To Maturity Fund, Inc. (‘“Appli- 
cant’), registered under the Investment Company 
Act of 1940 (‘Act’) as an open-end, diversified, 
management investment company, filed an appli- 
cation on March 19, 1979, pursuant to Section 8(f) 
of the Act, for an order of the Commission declar- 
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ing that the Applicant has ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found 
that the Applicant has ceased to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of IDS Growth To Maturity 
Fund, Inc., under the Act shall forthwith cease to 
be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10712/May 30, 1979 


In the Matter of 

EDIE MANAGEMENT SERVICES, INC. 
530 Fifth Avenue 

New York, New York 10036 


and 


EDIE SPECIAL GROWTH FUND, INC. 
ROWE PRICE NEW HORIZONS FUND, INC. 


and 

T. ROWE PRICE ASSOCIATES, INC. 
100 East Pratt Street 

Baltimore, Maryland 21202 
(812-4451) 


NOTICE OF FILING OF APPLICATION PUR- 
SUANT TO SECTION 6(c) OF THE ACT FOR AN 





ORDER EXEMPTING COMPANY FROM THE 
PROVISIONS OF SECTION 15(f) (1) (A) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Edie Manage- 
ment Services, Inc. (“EMS”), Edie Special Growth 
Fund, Inc. (‘Growth Fund”), Rowe Price New 
Horizons Fund, Inc. (“New Horizons’), and T. 
Rowe Price Associates, Inc. (‘Price’) (hereinafter 
EMS, Growth Fund, Price and New Horizons are 
collectively referred to as “Applicants’’), filed an 
application on March 12, 1979, and amendments 
thereto on May 3 and 23, 1979, pursuant to Sec- 
tion 6(c) of the Investment Company Act of 1940 
(“Act”) for an order of the Commission exempting 
New Horizons from the provisions of Section 15(f) 
(1) (A) of the Act. All interested persons are re- 
ferred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein, which are summarized below. 


Applicants state that EMS, a wholly-owned sub- 
sidiary of Lionel D. Edie & Company, Incorporated 
(“Edie”), was the investment adviser to Growth 
Fund from the fund’s inception in 1969 through 
December 31, 1978. Growth Fund, a Delaware 
corporation, is a diversified, open-end, no-load 
management company registered under the Act. 
Growth Fund’s investment objective is long-term 
capital appreciation through investments primarily 
in small companies which appear to offer poten- 
tially high rewards, but which may represent a high 
degree of risk of various kinds. Sale of shares of 
Growth Fund were suspended as of December 31, 
1978. At that date, the net assets of Growth Fund 
were approximately $33,090,000. 


Applicants state that since January 1, 1979, Price 
has served, without compensation, as the invest- 
ment adviser to Growth Fund. Price also acts as 
the investment adviser for six investment com- 
panies that it sponsors, one of which is New Hori- 
zons. New Horizons, a Maryland corporation or- 
ganized in 1960, is a diversified, open-end, no- 
load management investment company registered 
under the Act. Its investment objective is long-term 
growth of capital through investment primarily in 
common stocks of small growth companies which 
the fund’s management believes have the poten- 
tial to become major companies in the future. As of 
December 31, 1978, the net assets of New Hori- 
zons were approximately $441,919,715. 


Applicants state that on November 13, 1978, EMS 
and Edie informed the Board of Directors of 
Growth Fund (“Growth Fund Board”) that Man- 
ufacturers Hanover’ Trust Company (‘‘MHT"’) 
planned to acquire all of the issued and outstand- 
ing shares of Edie and that EMS would terminate 
its investment advisory contract with Growth Fund 
at or prior to the effective date of the MHT acquisi- 
tion in order to avoid potential problems under the 
Glass-Steagall Act. EMS indicated to the Growth 
Fund Board at that time that it would seek a suc- 
cessor investment adviser for Growth Fund. After 
reviewing numerous proposals from prospective 
investment advisers, EMS, Edie and Price entered 
into a letter of agreement (‘Agreement’) on De- 
cember 15, 1978, which called for Price to assume 
management responsibility of Growth Fund effec- 
tive December 31, 1978, and a reorganization pur- 
suant to which New Horizons would acquire all of 
the assets of Growth Fund. Applicants state that 
they are not requesting the Commission to en- 
dorse the method by which Price was selected as 
successor investment adviser for Growth Fund. 


Applicants state that in the Agreement, EMS 
undertook: (1) to transfer to Price and grant Price 
access to all its files and information relating to 
EMS’s performance of services pursuant to its ad- 
visory agreement with Growth Fund; (2) to make 
EMS’s personnel available to Price in order to 
facilitate Price’s assumption of management of 
Growth Fund; and (3) to use its best efforts to 
bring about the prompt consummation of Growth 
Fund’s reorganization into New Horizons, includ- 
ing assistance in obtaining requisite approval by 
shareholders, directors and regulatory agencies. 
In exchange for these undertakings, Price paid 
EMS $50,000. In addition, EMS and Edie agreed 
to provide advice and assistance to Price for a two 
year period beginning December 31, 1978, the 
date EMS terminated its investment advisory 
agreement with Growth Fund. EMS further agreed 
that during this two year period, it would not act as 
sponsor or investment adviser to any publicly of- 
fered, open-end investment company which has as 
its primary investment objective capital apprecia- 
tion through investments in small capitalization 
and emerging growth stocks. In exchange for 
these undertakings, Price agreed to pay EMS 
$75,000 on both September 1, 1979, and Sep- 
tember 1, 1980, unless the reorganization is not 
consummated on or before June 30, 1979, in 
which case the payments will be reduced to 
$25,000 each. The Agreement provides that ex- 
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penses of the reorganization and the transactions 
described in the Agreement will be borne by Price 
and EMS. 


Applicants state that the proposed reorganization 
of Growth Fund with New Horizons has been ap- 
proved by the boards of directors of both funds. 
Applicants further state that the Growth Fund 
Board of Directors approved an investment advis- 
ory agreement with Price on December 28, 1978, 
which contains substantially the same terms and 
provisions as the investment advisory agreement 
between Price and New Horizons, except that 
Price will receive no compensation until approval 
of the advisory contract is obtained from Growth 
Fund shareholders. Applicants represent that 
Growth Fund’s advisory contract with Price con- 
tains substantially the same provisions as the ad- 
visory contract with EMS, although the advisory 
fee paid Price will be less. EMS was paid an an- 
nual fee equal to 0.75% of the average daily net 
assets of Growth Fund not exceeding $100 million; 
0.675% of average daily net assets in excess of 
$100 million but not exceeding $200 million; and 
0.60% of average daily net assets in excess of 
$200 million. Under the investment advisory 
agreement currently in effect between Price and 
Growth Fund, as well as the agreement between 
Price and New Horizons, Price is to be paid (after 
stockholder approval) an annual fee equal to 2 of 
1% of the first $500 million of average daily net 
assets of the fund and four-tenths of 1% of such 
assets in excess of $500 million. 


Section 15(f)(1) of the Act provides, in relevant 
part, that: 


[a]Jn investment adviser ... of a regis- 
tered investment company ... may re- 
ceive any amount or benefit in connec- 
tion with a sale of securities of, or a sale 
of any other interest in such investment 
advisor ... which results in an assign- 
ment of an investment advisory contract 
with such company ... , if (A) for a 
period of three years after the time of 
such action, at least 75 per centum of 
the members of the board of directors of 
such registered company ... (or suc- 
cessor thereto, by reorganization or 
otherwise) are not (i) interested persons 
of the investment adviser of such com- 
pany ..., or (ii) interested persons of 
the predecessor investment adviser ... 
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and (B) there is not imposed an unfair 
burden on such company as a result of 
such transaction or any express or im- 
plied terms, conditions, or understand- 
ing applicable thereto. 


Applicants believe that the assumption by Price of 
investment advisory responsibilities for Growth 
Fund and the compensation to be paid by Price to 
EMS under the Agreement could be deemed to 
constitute an amount or benefit received in con- 
nection with the sale of an interest in an invest- 
ment adviser which results in an assignment of an 
investment advisory contract. Therefore, Growth 
Fund, as of December 31, 1978, and New Hori- 
zons, after the reorganization with Growth Fund, 
must comply with the 75% independent directors 
requirement of Section 15(f)(1)(A) of the Act for 
the duration of the three year statutory period. 


Since January 1, 1979, when Price began serving 
as Growth Fund’s investment adviser, the applica- 
tion states that the Growth Fund Board has been 
in compliance with the requirement of Section 
15(f)(1)(A) that 75% of its members not be in- 
terested persons of Price or EMS. However, the 
New Horizons Board currently has six directors, 
only three of whom are not interested persons 
within the meaning of Section 2(a)(19)(B) and 
Section 15(f)(1)(A) of the Act. New Horizons meets 
the conditions in Section 10(d) of the Act which 
permits it to have only one non-interested director 
of the adviser on its board. No adjustment in the 
composition of the New Horizons Board is con- 
templated following the acquisition of Growth Fund 
by New Horizons and, therefore, Applicants seek 
an exemptive order under Section 15(f)(1)(A) per- 
mitting New Horizons to retain its existing board of 
directors. 


Applicants submit that in order to comply with 
Section 15(f)(1)(A), New Horizons would be re- 
quired either to add up to six additional, non- 
interested directors or to reduce the number of in- 
terested directors to one. Such a restructuring of 
the New Horizons Board would impose an undue 
burden on New Horizons and its shareholders, ac- 
cording to Applicants, since after the merger the 
assets of Growth Fund will represent only a frac- 
tion of New Horizons’ total assets. As of December 
31, 1978, the net assets of New Horizons were 13 
times greater than those of Growth Fund. Appli- 
cants also cite the directive to the Commission 
contained in Section 15(f)(3)(B) that consideration 





be given to a discrepancy in size of assets in de- 
liberations on a request for an exemptive order 
from Section 15(f)(1)(A) when there is a sale of 
substantially all of the assets of one registered in- 
vestment company to another. Applicants assert 
that this is precisely the situation of Growth Fund 
and New Horizons. 


Applicants further contend that the interests of the 
shareholders of Growth Fund will be adequately 
protected after the reorganization because the 
New Horizons Board has operated within the pro- 
visions of the Act since its creation and has three 
non-interested directors to watch over the interests 
of stockholders. It is undertaken that for the dura- 
tion of the three year period from January 1, 1979, 
the New Horizons Board will include at least two 
directors who are not interested persons of Price 
or EMS, subject to consummation of the proposed 
reorganization of Growth Fund with New Horizons 
and to the death, resignation, or other incapacity 
of any of such directors before the expiration of his 
term. 


Applicants state that the proposed acquisition by 
New Horizons of all the assets of Growth Fund will 
be a significant benefit to Growth Fund sharehold- 
ers. The performance of both funds has been 
comparable relative to various indexes and their 
portfolios and investment objectives are similar. 
New Horizons’ advisory fees and operating ex- 
pense ratio also are lower than those of Growth 
Fund, and the assets acquired from Growth Fund 
will bring New Horizons closer to the level of as- 
sets at which the rate of advisory fee is reduced. 
Applicants state that as shareholders in New Hori- 
zons, Growth Fund shareholders will become part 
of the investment company complex sponsored by 
Price, thus permitting diversification pursuant to an 
exchange privilege when their investment objec- 
tives or the investment environment change. Ap- 
plicants also state that the expenses incurred by 
the reorganization and by the transactions con- 
templated in the Agreement will be borne by EMS 
and Price and that no unfair burden will be placed 
upon the funds as a result of the transactions. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may con- 
ditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities or transactions from any provi- 
sion or provisions of the Act or any rule or regula- 
tion thereunder, if and to the extent that such 


exemption is necessary or appropriate in the pub- 
lic interest and consistent with tne protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 25, 1979, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicants at the addresses stated 
above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission's own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10713/May 30, 1979 


TEMPORARY INVESTMENT FUND, INC. 
Suite 204, Webster Bldg. 

Concord Plaza 

3411 Silverside Road 

Wilmington, Delaware 19810 


(812-4417) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM SECTION 
18(g) OF THE ACT. 
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Temporary Investment Fund, Inc. (‘Applicant’), 
registered under the Investment Company Act of 
1940 (“Act”) as an open-end, diversified, man- 
agement investment company, filed an application 
on January 8, 1979, and an amendment thereto on 
May 2, 1979, for an order pursuant to Section 6(c) 
of the Act, exempting Applicant’s proposed divi- 
dend policy from the provisions of Section 18(g) of 
the Act, to the extent such proposed policy might 
be deemed to result in the creation of a ‘senior 
security”, the issuance of which would be prohib- 
ited by Section 18(f)(1) of the Act. Applicant pro- 
poses to issue two classes of its shares with dif- 
fering record dates for the purpose of declarations 
of dividends in order that shareholders may elect 
(1) to receive their first dividends on the day after 
the purchase of shares and their last dividends on 
the day such shares are redeemed, or (2) to re- 
ceive their first dividends on the day shares are 
purchased and their last dividends on the day prior 
to redemption of such shares. 


On May 4, 1979, a notice was issued (Investment 
Company Act Release No. 10682) of the filing of 
the application. The notice gave interested per- 
sons an opportuntiy to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found 
that the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, IT 1S ORDERED, pursuant to 
Section 6(c) of the Act, that the application for 
exemption from the provisions of Section 18(g) of 
the Act, to the extent requested be, and hereby is, 
granted, effective forthwith, subject to the condi- 
tion that Applicant not reduce the amount of any 
dividend declared to its shareholders in order to 
maintain its net asset value per share at $1.00. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10714/May 30, 1979 


In the Matter of 


SHEARSON DAILY DIVIDEND INC. 
767 Fifth Avenue 
New York, New York 10022 


(812-4470) 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM RULES 2a-4 AND 22c-1 
UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Shearson Daily 
Dividend Inc. (‘Applicant’), registered under the 
Investment Company Act of 1940 (‘Act’) as an 
open end diversified management company, filed 
an application on May 1, 1979, and an amendment 
thereto on May 22, 1979, for an order of the Com- 
mission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Rules 
2a-4 and 22c-1 under the Act to the extent neces- 
sary to permit Applicant to compute its net asset 
value per share, for the purpose of effecting sales, 
redemptions and repurchases of its shares, to the 
nearest one cent on a share value of one dollar. 
Applicant represents that in all other respects, its 
portfolio securities will be valued in accordance 
with the views of the Commission, set forth in in- 
vestment Company Act Release No. 9786 (May 
31, 1977) (‘“IC-9786”). All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant states that it is a “money market fund,” 
designed as an investment vehicle for investors 
seeking safety and liquidity consistent with high 
income. Applicant further states that it seeks to 
provide a convenient means of investing short- 
term funds where the direct purchase of money 
market instruments may be undesirable or imprac- 
tical. Applicant represents that its portfolio may be 
invested only in short-term money market securi- 
ties such as securities issued or guaranteed by the 
U.S. Government or its agencies or instrumen- 
talities; certificates of deposit, including those is- 
sued by domestic banks, foreign branches of 
domestic banks, domestic branches of foreign 
banks and savings and loan and similar associa- 





tions; and high-grade commercial paper. Applicant 
states, in addition, that all of its investments must 
consist of obligations maturing within one year 
from the date of acquisition, and the average 
maturity of all its investments (on a dollar-weighted 
basis) will be 120 days or less. 


Applicant states that presently it values its portfolio 
securities at market and that because of the short 
maturities of its portfolio instruments, its net asset 
value per share is not expected to vary from $1.00. 
Applicant states that the Dreyfus Corporation, Ap- 
plicant’s sub-investment adviser and adminis- 
trator, has determined that two basic factors are 
helpful in attracting investors: (1) stability of prin- 
cipal and (2) steady flow of investment income. 
Applicant asserts that by utilizing high quality 
money market instruments of short maturities to- 
gether with a $1.00 price per share for sales and 
redemptions it would be possible to provide stabil- 
ity of principal and a steady flow of investment in- 
come to a variety of investors. Applicant asserts 
that investors prefer that declarations of daily in- 
come reflect income as earned and that the sales 
and redemption prices not change. Applicant con- 
tends that the adoption of such an income policy 
would give it an advantage over money market 
funds which permit net asset value fluctuations to 
be reflected in the price or regularly included in 
their dividends realized or unrealized gains and 
losses. 


Applicant states that its management has deter- 
mined that an average portfolio maturity of 120 
days together with a fixed price per share of $1.00 
may provide a means of fulfilling both objectives, 
in that it would reduce the possibility of a change 
in the price per share while at the same time pro- 
viding a yield on portfolio instruments more or less 
related to yields available in the general money 
market, and which is otherwise not available with a 
portfolio having an average maturity of a shorter 
duration. 


Applicant further contends that the experience of 
other money market funds has shown that, given 
the nature of Applicant's policies and operations, 
there will normally be a relatively negligible dis- 
crepancy between actual net asset value based 
upon actual market prices and the fixed $1.00 
price per share it proposes to use for purposes of 
sales and redemptions. Therefore, Applicant as- 
serts, absent unusual market conditions, its price 


per share will remain at $1.00 pursuant to the 
practice of rounding net asset value to the nearest 
cent. 


Rule 22c-1 under the Act provides, in part, that no 
registered investment company issuing any re- 
deemable security shall sell, redeem, or repur- 
chase any such security except at a price based 
on the current net asset value of such security 
which is next computed after receipt of an order to 
purchase or sell such security. Rule 2a-4 under 
the Act provides, as here relevant, that ‘current 
net asset value” of a redeemable security issued 
by a registered investment company used in com- 
puting its price for the purposes of distribution and 
redemption shall be determined with reference to 
(1) current market value for portfolio securities 
with respect to which market quotations are readily 
available and (2) for other securities and assets, 
fair value as determined in good faith by the board 
of directors of the registered company. In IC-9786 
the Commission expressed its view that it is incon- 
sistent with Rule 2a-4 for certain money market 
funds to “round off” calculations of their net asset 
value of $1.00, because such a calculation might 
have the effect of masking the impact of changing 
values of portfolio securities and therefore might 
not “reflect” its portfolio valuation as required by 
Rule 2a-4. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act and the rules 
thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant submits that the requested exemptions 
are appropriate in the public interest and consist- 
ent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions 
of the Act. Applicant asserts that investors who 
would find Applicant to be a useful vehicle for in- 
vestment of temporary cash reserves would be 
treated unfairly if Applicant were forced to calcu- 
late its price per share in a manner which would 
produce frequent fluctuations. Applicant states 
that the selection and maintenance of a portfolio 
having maximum maturity of 120 days or less, to- 
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gether with the fixed net asset value per share of 
$1.00 would reasonably protect investors against 
this event. Applicant further states that its man- 
agement has determined to take other operational 
steps when necessary. Applicant states that in 
order to assure the stability of its price per share, it 
also will adhere to the following conditions: 


1. Applicant will continue its fundamental invest- 
ment policy that investments will be made only in 
instruments having a remaining maturity of one 
year or less, and that its portfolio will be managed 
so that the average maturity of all instruments in 
the portfolio (on a dollar-weighted basis) will be 
120 days or less. 


2. Applicant's Board of Directors, in supervising 
Applicant's operations and delegating special re- 
sponsibility involving portfolio management to Ap- 
plicant’s investment adviser, undertakes—as a 
particular responsibility within its overall duty of 
care owed to the shareholders of Applicant—to 
assure to the extent reasonably practicable, taking 
into account current market conditions affecting 
Applicant's investment objectives, that Applicant's 
price per share as computed for the purpose of 
sales and redemptions, rounded to the nearest 
cent, will not deviate from one dollar. 


3. Applicant will have in effect a policy that the 
portfolio of the Applicant may be invested exclu- 
sively in a variety of short-term money market in- 
struments consisting of securities issued or 
guaranteed by the U.S. Government or its agen- 
cies or instrumentalities; certificates of deposit, in- 
cluding those issued by domestic banks, foreign 
branches of domestic banks, domestic branches of 
foreign banks and savings and loan and similar 
associations; high grade commercial paper; and 
repurchase agreements pertaining to the foregoing 
classes of securities provided that such agree- 
ments are limited to transactions with financial in- 
stitutions believed by Applicant's investment ad- 
viser to provide minimal credit risks. Applicant 
further agrees that all commercial paper and cer- 
tificates of deposit it purchases shall meet the fol- 
lowing criteria at the time of purchase: investments 
in bank certificates of deposit and bankers’ ac- 
ceptances will be limited to banks and savings and 
loan and similar associations having total assets in 
excess of one billion dollars; commercial paper will 
consist only of obligations (a) rated Prime-1 by 
Moody's Investors Service, Inc. (““Moody’s’’) or A-1 
by Standard & Poor’s Corporation (““S&P’’), or (b) 
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issued by companies having an outstanding unse- 
cured debt issue currently rated Aa or better by 
Moody's or AA or better by S&P. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 20, 1979, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicant at the address stated 
above. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10715/May 31, 1979 


In the Matter of 


NEA MUTUAL FUND, INC. 
7900 Westpark Drive 
McLean, Virginia 22101 


(811-1270) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
ACT DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY. 





NEA Mutual Fund, Inc. (‘Applicant’), a Delaware 
corporation registered under the Investment Com- 
pany Act of 1940 (“Act”) as an open-end, diver- 
sified, management investment company, filed an 
application on February 27, 1979, pursuant to 
Section 8(f) of the Act and Rule 8f-1 thereunder, 
for an order of the Commission declaring that Ap- 
plicant has ceased to be an investment company 
as defined by the Act. 


On May 9, 1979, a notice was issued (Investment 
Company Act Release No. 10686) of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found 
that Applicant has ceased to be an investment 
company as defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the 
Act, that the registration under the Act of NEA 
Mutual Fund, Inc., shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 677/May 24, 1979 


SEE 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10709/May 24, 1979 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 678/May 25, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6071/May 25, 1979 





LITIGATION 








Litigation Release No. 8764/May 24, 1979 


UNITED STATES v. RAY J. BERAN, ET AL., 
(USDC, Dist. of Colo., 78-C-302) 


Joseph Dolan, United States Attorney for the Dis- 
trict of Colorado and Robert H. Davenport, Ad- 
ministrator of the Denver Regional Office of the 
Securities and Exchange Commission, announced 
that on May 7, 1979 at Denver, Colorado, the 
Honorable Sherman Finesilver, Judge, United 
States District Court, District of Colorado sen- 
tenced Ray J. Beran of Grand Island, Nebraska, to 
three and one-half years imprisonment on each of 
the four counts on which Beran had been con- 
victed. The sentences are to run concurrently. In 
addition, Beran was fined $1,000 on each of the 
counts. 


Andrew M. Kaminski of Lakewood, Colorado was 
sentenced to three and one-half years imprison- 
ment on his conviction of one count and also fined 
$1,000. 


On May 17, 1979, a jury in the U.S. District Court, 
District of Colorado at Denver, Colorado after a 
trial, found the defendant Russell E. Griffith, ll, of 
Dallas, Texas, guilty of three counts of mail fraud. 
The Court had previously dismissed one count of 
mail fraud and one count of securities fraud. The 
convictions were in connection with the sales of 
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the non-transferrable promissory notes of Ray J. 
Beran, Andrew M. Kaminski and Associates. Also 
on May 17, 1979, Chief Judge Fred M. Winner of 
the U.S. District Court, District of Colorado sen- 
tenced the defendant Griffith to three years proba- 
tion. 


Prior to the above trial, Griffith had withdrawn his 
previous plea of guilty to an information charging 
him as an accessory after the fact to a scheme to 
defraud through the use of the mails. 


For further details see Litigation Release No. 
8724. 





Litigation Release No. 8765/May 24, 1979 


SEC v. PRODUCTION OIL CORPORATION 
ET AL. 
(USDC Miss. Biloxi Div.) (CA S-76-135R) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office, announced that on April 27, 1979, 
the Honorable Dan R. Russell, Jr., United States 
District Judge for the Southern District of Missis- 
sippi, entered an order of permanent injunction by 
consent aganst Production Oil Corporation (“Pro- 
duction”) and John R. Neyrey (“Neyrey’’), both of 
Biloxi, Mississippi, formerly of Metairie, Louisiana, 
permanently enjoining them from violating the 
registration and antifraud provisions of the federal 
securities laws in connection with the offer and 
sale of fractional undivided interests in oil and gas 
wells. 


The complaint charged that since November 5, 
1975, Production and Neyrey violated the securi- 
ties registration and antifraud provisions of the 
federal securities laws in that they obtained over 
$820,000 from public investors through the use of 
false and misleading sales brochures and long 
distance telephone sales presentations. 


The complaint further charged, among other 
things, that the offering brochures which were pre- 
pared by Neyrey and mailed to investors in seven 
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leases contained incorrect estimates of drilling and 
completing costs for the wells to be drilled. In ad- 
dition, the complaint charged that Neyrey used 
proceeds of the offerings for his own and others 
personal use and benefit. 


Production and Neyrey consented to the perma- 
nent injunction without admitting or denying the 
Commission's allegations. 


For further information, see Litigation Releases 
Nos. 7426 and 7525. 





Litigation Release No. 8766/May 29, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
HOUSTON COMPLEX, INC., ET AL., (U.S.D.C. 
for the District of Nevada, Civil Action No. 79-57- 
RDF) 


Leonard H. Rossen, Administrator of the Los 
Angeles Regional Office, announced that on April 
2, 1979, the Commission filed a civil action in the 
federal district court in Las Vegas, Nevada, seek- 
ing injunctive relief against Grady A. Sanders 
(“Sanders”), Houston Complex, Inc. (“Houston 
Complex’’) and Network One, Inc. (‘‘Network 
One’) of Las Vegas, Nevada and Leland Mar- 
tineau (‘Martineau’) and the accounting firm of 
Martineau and Bushman (‘‘M&B”) of Salt Lake 
City, Utah. The complaint charged the defendants 
with various violations of the registration and 
anti-fraud provisions of the Securities Act of 1933 
and the reporting and anti-fraud provisions of the 
Securities Exchange Act of 1934. 


The Complaint alleges that in March 1977 Sanders 
acquired control of Houston Complex and Network 
One, two inactive publicly traded corporations. 
Thereafter, Sanders, Network One and Houston 
Complex allegedly issued a series of false and 
misleading letters to the shareholders of both 
companies, issued press releases to the public 
and filed reports with the Commission all of which 
misrepresented the operations and overstated the 
revenues of the companies. 





The Complaint alleges that in connection with a 
course of conduct designed to raise the price of 
the securities of Houston Complex and Network 
One through the dissemination of false informa- 
tion, defendants Sanders, Houston Complex and 
Network One made false and misleading state- 
ments regarding: 


1. the financial condition and operations of the 
companies; 


2. projections of revenues by the companies; 
3. the ability of the companies to obtain financing; 


4. the existence, number and terms of backlog 
purchase orders received by the companies; 


5. the capacity, nature, status, existence and fi- 
nancial ability of the companies with respect to 
proposed projects including, plans to establish a 
network of distributors to sell a video tape record- 
ing device, plans to construct a two-mile roller 
coaster in Las Vegas, Nevada, plans to televise 
horse racing from West Coast race tracks to 
Nevada casinos on closed circuit television, and 
plans to obtain financing and the necessary ap- 
provals to construct a hotel-casino in Atlantic City, 
New Jersey; 


6. the existence of stock options or other remuner- 
ation to officers and directors of the companies; 


7. the existence of transactions resulting in the 
payment of any compensation to officers and di- 
rectors in connection with acquisitions by the com- 
panies; and 


8. all material terms of any leases, patents, or 
other agreements which relate to the companies’ 
products. 


In addition, the Complaint alleges that in order to 
meet daily operating expenses, Sanders, Houston 
Complex and Network One raised over $1,000,000 
from the sale of unregistered securities in violation 
of the registration provisions of the Securities Act 
of 1933. 


Sanders, Houston Complex and Network One, 
without admitting or denying the allegations in the 
Commission’s Complaint consented to the entry of 


a final judgment of permanent injunction enjoining 
them from further violations of Sections 5(a), 5(c) 
and 17(a) of the Securities Act of 1933 and Sec- 
tions 10(b), 12(g), and 13(a) of the Securities Ex- 
change Act of 1934 and Rules 10b-5, 12b-20, 
13a-1 and 13a-13 thereunder. Houston Complex 
and Network One consented to additional equita- 
ble relief, including but not limited to: 


1. the establishment and maintenance of Audit 
Committees, consisting solely of two new unaf- 
filiated outside directors, whose function will be to 
investigate various areas set forth in the Commis- 
sion’s Complaint, to review prior public statements 
made on behalf of the companies and to issue a 
comprehensive statement correcting all prior pub- 
lic statements, which shall be distributed to all 
shareholders of the companies and filed with the 
Commission as a Current Report on Form 8-K; and 


2. the engagement of a new independent certified 
public accounting firm whose ultimate function will 
be to issue revised financial statements for both 
companies. 


The Complaint alleges that M&B issued reports on 
Houston Complex’s and Network One's financial 
statements for the fiscal year ended June 30, 1978 
and May 31, 1978, respectively. The Complaint 
alleges that M&B, and Martineau, as the partner in 
charge of the Houston Complex and Network One 
engagements, failed to conduct the audits in ac- 
cordance with generally accepted auditing stand- 
ards and accordingly lacked sufficient basis to 
conclude that the financial statements were pre- 
sented in accordance with generally accepted ac- 
counting principles." 


A final judgment of permanent injunction was en- 
tered by the Honorable Roger D. Foley on April 5, 
1979 against Sanders, Houston Complex and 
Network One and on May 16, 1979 against Mar- 
tineau and M&B. 


Litigation Release No. 8767/May 29, 1979 


SEC. v. LINK-UP + SECURITIES, INC., ET AL. 
(USDC COLORADO, Civil Action 79-581) 


Robert H. Davenport, Regional Administrator of 
the Denver Regional Office of the Securities and 





1 See Accounting Series Release No. /May , 1979 
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Exchange Commission announced that on May 17, 
1979 a complaint was filed in the U.S. District 
Court for the District of Colorado, seeking to enjoin 
Link-Up + 1 Securities, Inc., a Denver, Colorado 
brokerage firm, Jerome A. Bernstein and Law- 
rence Bernstein, of Denver, Colorado, Bernstein 
and Bernstein, Inc., a Utah corporation, head- 
quartered in Denver, Colorado, and Jerome A. 
Bernstien and Lawrence Bernstein dba Continen- 
tal Concepts, a purported Colorado corporation, 
alleging violations of the registration and anti-fraud 
provisions of the federal securities laws and the 
registration, record keeping and net capital provi- 
sions of the federal securities laws concerning 
broker-dealers. The Commission, in its complaint, 
sought a temporary restraining order, a preliminary 
and permanent injunction, a receiver for Link-Up + 
1, and orders of disgorgement. At the time it filed 
its complaint, it also filed motions for, among other 
things, a temporary restraining order and a pre- 
liminary injunction. 


The Commission’s complaint, in substance, al- 
leged that Jerome A. Bernstein, Lawrence Bern- 
stein, Link-Up + 1 Securities, Inc., Bernstein and 
Bernstein, Inc., and Jerome A. Berstein and Law- 
rence Bernstein dba Continental Concepts made 
an offering of unregistered securities of Continen- 
tal Concepts. The complaint, in substance, further 
alleged that in connection with said offering, the 
defendants made untrue statements and omitted 
to state necessary material facts. It is alleged that, 
in substance, it was stated untruthfully, among 
other things, that: Continental Concepts was a 
Colorado corporation; it was making a $3,000,000 
offering; it had sold all but approximately $100,000 
of the offering; Continental Concepts owned oil 
and gas leases that Standard Oil of Ohio had con- 
tracted to purchase by purchasing all the stock of 
Continental; the purchase money was in escrow; 
and that the purchasers of stock in the on-going 
offering could nearly double their money by June 
1, 1979. 


The complaint further alleged, in substance, that 
Jerome A. Bernstein, Lawrence Bernstein, Link-Up 
+ 1 Securities, Inc., and Bernstein and Bernstein, 
Inc., purported to effect transactions in securities 
with customers and instead converted to their own 
accounts securities and proceeds from the sale of 
such securities. 


The complaint also alleged that Bernstein and 
Bernstein, Inc., aided and abetted by Jerome and 
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Lawrence Bernstein, conducted business as a 
broker-dealer without first being registered with 
the Commission, and that Link-Up + 1, aided and 
abetted by Jerome and Lawrence Bernstein, vio- 
lated the record keeping, net capital and reporting 
provisions of the federal securities laws and the 
rules adopted thereunder. 


The Honorable Richard P. Matsch, Judge of the 
U.S. District Court for the District of Colorado, en- 
tered a temporary restraining order against the 
defendants on May 18, 1979 to run through 5:00 
P.M., May 25, 1979, and set the hearing on the 
Commission’s motion for preliminary injunction for 
4:00 P.M., May 25, 1979. The order restrains the 
defendants, in substance, from violating the regis- 
tration and anti-fraud provisions of the federal se- 
curities laws and the registration, bookkeeping, 
and net capital provisions of the federal securities 
laws concerning broker-dealers in securities. The 
court also appointed the National Association of 
Securities Dealers as a receiver for Link-Up + 1 
Securities, Inc. Certain additional provisions are 
contained in the order. 


Litigation release No. 8768/May 30, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
INCOME PROPERTIES OF AMERICA 
INVESTMENT MANAGEMENT CO., LTD., 
LAWRENCE J. PALMER AND WILLOUGHBY F. 
RICHARDSON, Ill., UNITED STATES DISTRICT 
COURT FOR THE DISTRICT OF COLUMBIA 
(Civil Action No. 79-1418) 


The Securities and Exchange Commission today 
announced the filing of a complaint in the United 
States District Court for the District of Columbia 
seeking injunctive and other equitable relief 
against Income Properties of America Investment 
Management Co., Ltd. (“IPA Management”), Law- 
rence J. Palmer (‘Palmer’), and Willoughby F. 
Richardson, Ill (‘Richardson’), alleging violations 
of Sections 5(a), 5(c) and 17(a) of the Securities 
Act of 1933 (‘Securities Act”) and Section 10(b) of 
the Securities Exchange Act of 1934 (“Exchange 
Act”) and Rule 10b-5 thereunder. IPA Manage- 
ment, Palmer and Richardson consented to the 
entry of a Final Judgment of Permanent Injunction 
and Other Equitable Relief (‘Final Judgment’) 
without admitting or denying the allegations of the 
Commission’s Complaint, and pursuant thereto, 





the Court entered the Final Judgment restraining 
and enjoining the defendants from further viola- 
tions of the registration and anti-fraud provisions 
of the Securities Act, and the anti-fraud provisions 
of the Exchange Act, and ordering the defendants 
to pay back to the limited partnerships certain 
funds obtained through an undisclosed contract 
and to disclose to investors any rights they may 
have as a result of the Commission's action. 


The Commission’s Complaint alleges that from 
1973 to the present Palmer, Richardson, and IPA 
Management offered and sold unregistered secu- 
rities in the form of interests in a series of tax- 
sheltered real estate limited partnerships primarily 
to American servicemen stationed abroad, through 
the use and means of offering circulars, oral 
statements, and other communications to inves- 
tors which contained materially false and mis- 
leading statements concerning the true nature of 
the operations of the limited partnerships, the fi- 
nancial condition of the limited partnerships, the 
risks involved in investments in the limited 
partnerships, and the substantial amounts of un- 
disclosed payments received by Palmer and 
Richardson. 


The violative activity alleged in the Commission’s 
Complaint concerns the formation by the defend- 
ants Palmer and Richardson of a series of six 
tax-sheltered real estate limited partnerships. 
Each limited partnership was sold on an install- 
ment basis primarily to American servicemen 
stationed in Europe. In all, over 1,100 investors 
nave invested over six million dollars in the limited 
partnerships. The limited partnerships invested 
funds received from investors in income producing 
property located solely in the United States. The 
Commission’s complaint also charged that Palmer 
and Richardson were primarily responsible for the 
promotion and marketing of the limited partner- 
ships, the preparation of offering circulars, annual 
reports and informational tax returns sent to in- 
vestors, and that each served as the general part- 
ner of the limited partnerships from August 1973, 
to October 1977, when IPA Management, a West 
German company of which Palmer and Richardson 
serve aS managing directors, became the general 
partner of the limited partnerships. 


The Commission’s Complaint alleges that interests 
in the limited partnerships were marketed through 
a Gibraltar sales corporation which received, from 
the American investment adviser to the limited 


partnerships, undisclosed payments amounting to 
one-half of all fees received by the investment ad- 
viser from the limited partnerships. In turn, Palmer 
and Richardson were retained by the Gibralter 
sales corporation as consultants and received over 
a five year period undisclosed payments totalling 
$213,500. 


In addition to the entry of the Final Judgment 
against the defendants, certain other equitable re- 
lief was undertaken by the defendants and ordered 
by the Court. IPA Management, Palmer, and 
Richardson, undertook to register with the Com- 
mission the interests in the limited partnerships, 
and to use their best efforts to cause the registra- 
tion statement to become effective within 180 days 
of the date of the Final Judgment, and to disclose 
to investors in the limited partnerships, in the lim- 
ited partnerships 1978 annual reports, any rights 
of investors under the federal securities laws to 
seek recission of their investment, damages and 
other equitable relief to which they may be entitled 
as a result of the matters alleged in the Commis- 
sion’s complaint, and further to disclose to inves- 
tors their rights under the limited partnership 
agreements to dissolve the limited partnerships 
upon an affirmative vote of two-thirds of the limited 
partnerships investors. In addition, Palmer and 
Richardson have agreed to reimburse to the lim- 
ited partnerships $48,500 in quarterly installments 
over a five year period, and to reimburse an addi- 
tional sum not to exceed $165,000 based upon 
achieving certain specified income levels. 


Litigation Release No. 8769/May 31, 1979 


S.E.C. v. GEO DYNAMICS OIL AND GAS, INC., 
ET AL. (U.S. District Court, District of Columbia, 
C.A. No. 76-0957) 


The Securities and Exchange Commission an- 
nounced today that on May 30, 1979, Judge Au- 
brey E. Robinson, United States District Judge in 
the District of Columbia, entered a Final Judgment 
of Permanent Injunction against Geo Dynamics Oil 
and Gas, Inc., and Milton A. Dauber, of Jenkin- 
town, Pa., Comprehensive Resources Corpora- 
tion, CRC Corporation, Geo Resources Manage- 
ment Corporation and William J. Soter, all of New 
York, New York (referred to collectively in the Final 
Judgment as the “Geo Defendants”). Messrs. 
Dauber and Soter are officers and directors of the 
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corporate Geo Defendants. Without admitting or 
denying the allegations in the Commission's Com- 
plaint, the Geo Defendants consented to the entry 
of the Final Judgment of Permanent Injunction, 
terminating the action against these defendants. 
The Final Judgment enjoins the Geo Defendants 
from violating the registration, anti-fraud and re- 
porting provisions of the Securities Act of 1933 
and of the Securities Exchange Act of 1934 in 
connection with the offer and sale of the securities 
of any issuer and in the filing of annual, current or 
other periodic reports with the Commission. The 
Final Judgment also orders the corporate Geo 
Defendants to distribute the aggregate sum of 
$500,000.00 on a pro rata basis to investors in 
limited partnership interests in the Geo Defend- 
ants’ oil and gas drilling ventures between 1970 
and 1973. 


The Commission's Complaint, filed on June 1, 
1976, charged the Geo Defendants with violations 
of the anti-fraud, registration and reporting provi- 
sions of the Federal securities laws in connection 
with the offer and sale between 1970 and 1973 of 
over $80 million in registered and unregistered 
limited partnership interests in “leveraged” oil and 
gas drilling ventures offered and managed by the 
Geo Defendants. The Complaint alleged that the 
offering documents used to offer and sell the 
partnership’s interests-prospectuses, confidential 
memoranda (unregistered offering circulars) and 
tax opinion letters-contained materially false and 
misleading disclosure of, among other things, the 
substance of the transactions on which the lever- 
age deductions were to be based and of the mate- 
rial risks of adverse tax treatment by the Internal 
Revenue Service and the courts. 


In a separate letter, Messrs. Dauber and Soter, 
who are tax attorneys, stated that they had not 
practiced before the Commission in the past and 
had no intention of practicing before the Commis- 
sion and, accordingly, would not practice before 
the Commission for one year; the Commission 
agreed not to commence proceedings pursuant to 
Rule 2(e) of the Commission’s Rules of Practice 
based upon the entry of the Final Judgment if 
Dauber and Soter comply with the representations 
contained in their letter. 


Without admitting or denying the allegations in the 
Commission's Complaint, Martin J. Fribush of New 
York, New York, also an officer and director of the 
corporate Geo Defendants, consented to the entry 
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by the court of a Final Order prohibiting him from 
violating the antifraud and reporting provisions of 

the Securities Act of 1933 and of the Securities 
Exchange Act of 1934 in connection with the offer 
and sale of the securities of any issuer and in filing 
annual, current or other periodic reports with the 
Commission. 


The Commission's action will continue against the 
remaining defendants. For further information con- 
cerning the Commission's action and the remain- 
ing defendants, see Litigation Release 7423. 


Litigation Release No. 8770/May 31, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
DAVID AND DASH, INC. (United States District 
Court for the District of Columbia, Civil Action No. 
79-0815) 


The Commission announced today that the United 
States District Court for the District of Columbia 
entered a final judgment of permanent injunction 
against David and Dash, Inc. of Miami, Florida, re- 
straining and enjoining David and Dash from fail- 
ing to timely file periodic and annual reports with 
the Commission. David and Dash, in consenting to 
the entry of the Court's judgment, admitted that it 
had filed in an untimely manner on 11 separate 
occasions. 


The Commission’s Complaint had alleged that 
David and Dash, as part of a continuing course of 
conduct extending over several years, failed to 
timely file with the Commission certain Annual Re- 
ports and Quarterly Reports required to have been 
filed. David and Dash, as part of its Consent, has 
agreed to adopt certain procedures to assure 
timely filings of reports required to be filed by the 
Securities Exchange Act of 1934. 





FOIA 
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Release No. 58/May 25, 1979 


SEE 
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